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BY THE COMPTROLLER GENERA 
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OF THE UNITED STATSS 




V 



Inconsistencies In AWqrcling 
Financial Aid To Students 
Under Four Federal Programs 

Office of Education finqiWal aid programs 

have helped many needy ^cignts, but under _ . ^ 

four programs, aipi* has been distributed ' 

inconsistently to students in ■ similar situ- • •' 

ations. Problems contributing to this incdn . . 

sistency are: 



si 



-'Funds to States and schools have not 
been 'atlotateei on the basis of stu-, 
dents' needs, and. schdols have over 
stated requests for funds. 

--Systems that assess students' needs for . 
financial^, .aid have used different 
measures of expected family contribu-, 
tions toward the cost of education. 

--Methods used by 'schools to develop 
financial aid "packages" failed, to con 
sider all sources of student aid and 
have resulted in some students getting 
more than their computed needs, 
while^ others did not regeive enough. 

-Inadequate " oi unenforced standards 
have allowed students to remain in 
school and receive financial aid with- 
' »ut making 'satisfactory cjcademic 
progress. 
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To the 'president of the^'senate and the . ' 

Speaker of the Hbyg^e of Representatives ^ 

' • ■ ' ■ « ' 

Ti^e Departmentsof Healthr Educatioi^, and ,Welfire's Office . 
of Education sponsors several' ma student aid. program^ that 
provide financial aid to needy s'tudents enrolled in a variety 
of postsecondary inBtitutions. These programs have helped 
.many needy students. However, improvements are needed to 
bettet ensure" that students in similar circumstances ar.e'- 
, treated ^lilce by these programs, as intended by the Higher 
EducatiorpAmendments of 1973. * • " ■ , 

* * . ' • I 

The Congress needs to revise the State allotment for- 
mulas for three aid programs to achieve a more equitable 
distributi'bn of aid to needy students. We are recommending 
that the Director, Office of Management 'and Budget, improve 
•coordination among agencies providing student aid and that" 
the Secretary of Health, E,ducatipn, and Welfare strengthen 
administration of these aid programs. ; , . ' 

we are sending copies of this report .to .the Directc^r, 
Office of Management aad Budget, and the Secretary of Health, 
Education , and, Welfare. ' - • 




COMPTROLLER GENERAL'S 
REPORT TO THE CONdRESS 



INCONSISTENCIES IN AWARDING 
FINANCIAL AID TO ST0DENTS 
UNDSR FOUR FEDERAL PROGRAMS 



DIGEST ■ - ^ 

Federal financial aid prograwp have ndt - 
provided students with similar needs with 
the same amounts and types of assistance. 

The Department of Healtii^ Education, and 
Welfare's (HEW s) Office o£ Education 
sponsors four programs which are -to help 
students at postsecondary schodls and 
which are administered by schools' finan- 
cial Bid 'qf f icers. HEW awards "Basic Edur- • 
cational; Opportunity^rartfes to aftyone who 
qualifies. Awards urfeer three other pro- 
grams are' determined by schools' financial 
aid officers. These campus-based programs 
include Supplemental Educational Opportunity 
Grants, College Work-Study, and/National . 
Direct Student Loans. Fiscal year 1979 
funds for these four programs total about 
' $3.8 billion . 

students are not being treated consistently 
beicause: ' • ' 

— Methods used to distribute funds to States 
and* institutions resulted ^n a distribu- 
tion of funds inconsistent with student-, 
need, (See^ch, 2.) 

—Aid programs use different systems for 
assessing students' needs, which produce, 
different results for the same studerjt. 
• (See pp. 25 to 27 . ) . A 

— Flexibility^ allowed institutions An estab- 
lishing student budgets 'and- awards results 
:in students. with similar resources and • 
expenses receiving different amounts and 
types of aid. (See chs. 3 and 4,) 

—Some students remain in school and receive 
financial aid. without making satisfactory 
academic progress. (See ch. 5.) 



T # f r ^htgt . Upon rtmoval, the report 
ca<w«r dat* should .b« note^ hereor>. 
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—Verification of information sijfpplied by 
' students and oarents differs' widely among* 
•gchbol^. (See pp. 33 and 34.)^ 

— Students do not always report their finan- 
cial resources as required. "(See pp. 45 
ta,49r) > 

m 

"RECOMMENDATIONS TO ' >. [ 
THE 'SECRETARY ORIiEW 

The Sebir^tary should direct tlT.e Commissioner 
of , Education tb: . . .* \. 

— Complete plans.* to streamline the Office of 

E^cation's system iTor^distic^buting funds 
S under the carapus^based ' progr^s.V (See 

p. 2?.). ■ . 

—Design a single' system to sdetermine a 
family.'.^ ability to. me^^ educational 
costs. -The -system should^ use one appii-' 
cation, compute one .family contribution 
amount/ and' determine one f.inai^cial need 
amount fiDr'each ftuSent.; fSee p-, 36.) 

-Establish more- specif ic criteria for allow- 
able students ' , living and miscellaneous / 
expenses and maKe such criteria consistent 
for and applicable to Basic Gra4it;s an^.the 
campus-basfed programs.- (S^e p. '3 6.)" 

^ ■ . . ' ■ . 

—Require verification of information sup7" » 
plied by students -and parents for campus- 
based- aid programs before awards are ma^e, 
(See p. 36.-) ^^'m 

—Establish guidelines to require total aid 
, packages of. students in siniilar circum- 
stances to. have similar mixtures of gran1:s 
and self-help aid ( jobs and loans). (S^e 
p. 51.)- ^ 

— Promptly carry, out plans to integrate and 
'coordinate Federal and non-Federal aid and 
emphasize theneed for financial aid offi- 
cers to check all available sources of aid 
^ to determine if recipients of campus-based 
aid^ are reqeiving any other financial , 
assistance. (See p. si'.f^ ' ' . 
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-^If authorized by .the Congress Jtdevelop- 
' mini-mum .standards Tor , student academic . r 
p,rogress. (See p. 59.) . ' J 

HEW did' not respond in writing to GAO' s 
request for^comments on thi^B report in_time 
for inclusibn in the report. .Office of 
Education officials said, however,/ that 
maoy GAO's observations and recommenda- 
tions point out problems of longstanding *. 
concern to HEW. « ' 

They said^ste^s had been taken to revise 
the systfem for alloc^^dng campus-based 
funds among institutions. GAO believes 
that, if the Congress acts or>. GAO' s recom- 
. menda tions and once the \3ff ice of Education 
has completed its revisedXsystem for allb- 
catihg these funds, theji^tribution of such 
funds will be improved. ^ 

•Although the Of f ice, of E.ducation officials > 
agreed with most of GAO 's recommendations, ^ 

" thev dic^^hot believe that the same criteria 
for eligible miscellaneous and living expenses 
should apply to the* campus-based and Basic 
Grants programs because the programs serve 
different purposes. Tjiey believe' that many 

. schooA h-^d revised procedures, governing^ 
satisfactory academic progress since GAO s 
fieldwork and," therefore/ GAO' s recommenda- 
tions might not be relevant. , ^ 

GAO believes that workablWf o^isions^ can be 
formulated to govern allowable miscellaneous 
and living expenses that can Ibe applied to 
the campus-based -^rtd Basic G^nt programs. 
CS^e pp. 37 to 39...) GAa also continues to 
believe, that more specif ic criteBiaare 
needed regarding requi-rement^ for satisfac- , 
' tory academic progress because some schools 
may be Reluctant .to enforce adequate standard 
when faced with the dr-ops in enrollment pro- • 
iected for the 1980s. -Office of Education 
Officials' specific comments on GAO s. recom- 
mendatiotis'are includ'ad throughout this 
^report. < " , ' 



RECOMMENDATION. TO THE DIRECTOR. • 
OFFICE .OF ^ MANAGEMENT ANI^BUDGET ' 

The DiJrector should require agencies that 
provide education assistance to include in 
their regulations a requirement' that the names 
of students and the amounts of student aid > 
they receive be provided to schools ' financial 
aid off icers* for consideration in developing 
I aid packa^s* (See pp. 5? and 53.) , 

"According to the Office of Management and 
Budget, it shared GAO's concern for assuring • - 
efficient distribution- of student financial- 
aid and it was studying the problem in connec- 
tion with the developnpent of its proposals 
for reauthorizing 'Student financial aid pr/o-f 
grams. *(See app. III^) 

RECOMMENDATIONS TO THE CONGRESS ^ \ 

^ • ... t . ... 

The Congress, should revise the Stat,e allotment 
formulas, tor the Supplemental Grant, Direct 
Loan, and College Work-Study programs to " . n 

. ' ■ ' ■ ■ Si 

— include consistent indicators" of relative j 
need of students in the States, 

--•make formula factors for each of th^ prp- 

grams, consistent with the ty^es of students , 
• who are eligible, and * . 

— -allow greater interchange^bility of funds 

. between the initial and continuing yeair 
'. ^ipplemental Grant program. (See pp. 23 • 
and 24 . ) . . • . ' 



C o Ti t e n t s 



DIGEST 
CHAPTER 



INTRODUCTION , ^ ^- 

^DescriptioA of student aid programs ' 
Analysis to determine student financial' 

need > * / 
Legislative history 
Scope of review 

NEEd"*POR IMPROVED METHOD OF- ALLOCATING 
CAMPUS-BASED FUNDS TO INSTITUTIONS 
^ The allotraerit and allocation , 
processes 

Btate allotment formulas not based on 

heed ■ * ' ' 

Institutional applications often over- ' 
stated needs 
^ Unused funds ^ . 

Conclusions 
. Recommendation to the Secretary of HEW 
Comments of Office of* Education 
officials and our evaluation ^ 
, Recommendations to t^e Congress ) 

•s ■ 

IMPROVEMENTS NEEDED IN SYSTElfe ?0R DETER- 
MINING NEED 

Different systems for determining ^ 

financial need - " 

Students in Similar circumstances 

treated inconsistently by schools * 
Conclusions . ' 

Recommendations to the Secretary of- HEW 
Comme.nts of Office of Education 

officials and our evaluation 

INCONSISTENT DISTRIBUTION OF AID TO STUDENTS 
Overawards^ and unmet need * ■ 
Neediest s'tudents -are not always av^arded 

. ra^t; aid . ' 

Inconsistent distribution- of grants, 
.'loans, 'and college woj^k-study among- 
students . ^ 

Need to identify other aid sources 
Questions have arisen over the continued 
need for socisfl security education 
benefits : 



Page ^- 
1 



1 
2 

4 
4 

5 



7 , 
7 

10 . 

14 . 
19 
21 
2? 

22 
-23 

25 
25 

29 / 

36 

'36 

40 
40 



44 

45 



50 



ERIC 



8 



/ 



CHAPTER 



V 



" .- Conclusions ' . • 

Reccsmmendations to the Secretary of HEW 
Comments of Officfe of Education offi- 

Recommendation to the Director, Office * 

of Management and Budget ' 
Office of Management. and Budget 

comments " ' • 

NEED TO FURTHER DEFINE CRITERIA FOR SATIS- / 
FACTORY ACADEMIC STANDING <^ " ^^--^ 

Schools without standards ^ 
Schools with i^nadequate 'standards 
- Schools that did not enforce standards 
Conclusions ' ^ 

Recbmmenaations to the Secretary of HEW 
Comments of Office of Education 
officials and our e\raluation 



APPENDIX 



.1 



III 



.ACT 
CSS 



GAo r 

,HEW 

OE 

VA 



Overview of Office of Education student 
did prograins for fiscal years*J.974-78 

Information used in selactirtg postsecondary 
schools J| [ 

. ' • • ■ ' - . • • 

^tter dated January 26, 1979, from the 

Executive Associate Director fot Budget, . 
, Office of Mayiagement and Budget 
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American' College Test iri^ Program 
College Scholarship Service ^ 
General Accounting Office 
Department of Health, Education, and Welfare 
Office of Education* 



Veterans Administration 



location 



Allot^nt 

American ColJLege 
Testing Program 



Basic Grant 
system 



Campus-based 
programs 



College Entrance 
Examination 
Board ' 



' ' GLOSSARY 

•' — '~r~~ . •■. 

Di^ribution of eampys-based pr<QC[ram 
funds' amonor.the institutions withlX^y 
a State. 

Distribution, of campJs-based program 
funds amp rtg the States. 

A private^ nonprofit firm located 
in Jowa City, Iowa, which performs 
need analysis and other functions. 
It has a contract with the Off ice of ^ 
Education to. perform the natj;>nwide 
needs' analysis for the , Basic Grant 
program. 

A formula for measuring a family's > 
financial strength and ability to 
contribute toward the costs of 
postsecondary education. ^ 

Collective term for the Office of . 
Education-furided student aid programs 
for' which the schools* f inancial aid 
officers control awards: Supple- 
mental Educational Opportunity, Grants 
Cbllfege Worlc^Study and National 
Direct Student Loans. - 



College 
Service 



Cost of 
cation 



Scholarship 



edu- 



.1 



Dependent 
students 



s 



A private, nonprofit .organization 
that provides ,t^sts and other edu- 
cational services for students; 
schools^ and colleges. ' . 

♦ 

A "Component of the College Entrance 
Examination Bbard , wi^h principal 
offices in Princeton, New Jersey., 
and Berkeley,, Ctelifornia, which 
performs need analysis. 

The amounts charged for tuition, 
fees, room, board, books, supplies, 
and other expenses. ^ 



Students who, do not qualify as inde- 
pendent students (see definition of 
independent student)., 'if 



10 



Expected family* 
contribution 



Financial aid\ 
officer 



Financial aid 
package ' ' 



J. 



■ * 

An estimate of the amount that a 
stbd^nt arid his or her parents can 
pay .tQward thp cost of postsecondary 
education. , v 

A post secondary institution official 
who, help's students, meet their finah- 
cia-l need using the various types of 
financial aid availaiDle.. 

A combination of the various types 
of financial aid available frmi 
Federal and State programs, private •' 
and institutional scholarships,^ 
loans, and gijan^s which t4t«...4irt- 
ancial -aid offTcer uses-^o help ' 
students meet theiru^ost of edu- 
cation. ^ 



Financial need 

■ / 



^iscdl 
report 



operations 



Independent 
studehts 



Need 



analysis 



ft 

The difference between the c^st . 
a€ education and the. expected ' 
fa^niiy coptr ifc^^t ion . 

A compreherjjihnre annual report 
, on theS*«^of funds for the three 
campus-based aid programs which 
the Off ice of Educ$4rion requires - 
schools' participa^tirfg in these V 
programs to submit. _ 
'•'^ 

'Students who are either veterans 
or who, for the calendar year in 
which- |:hey receive aid or for the 
prior' calendar year, (a) do not' 
receive financial ■ supports of more 
than $600 from the fr parents, -(b) 
do not reside wi^h their ' parents 
for more than 2 consecutive weeks, 
and (c) have not been claimed as 
exemptions by their parents on 
Federal incom*e tax returhs. 



T4ie process of -assei^ing 
abilifCy to me^t the cost 
tipny 



a family'i 
of educa- 



Parents' confid- -Wie College -Scholarship Service's 
dential and application forms on which students 

sti**ents'- apply for a need analysis. ^Depend- 

financial • ent students use the^parents ' confi- 

stateraents i ^ "dential statements* independent 

' " student's^ use the students,' financiial 
' ' -'Statements. * ' ' 

■ - . ,> 

Student eligibility The dbcument containing the student, s 
rep'ort \^ Basic Grant eligibility index repre--.; 

« - seiiting,the family's expected con^tribu 

; •. . tibn, which th'e student takes to a 

> financial aid-o^ficeE"at the school , 

selected, who%ays. the student and/or 
credits his or her accoUjit. 





■ * ■ ' ■ . 

. ~ ' • ' . ' ■ ' CHA PTER 1 , - ■ ,^ ' ' . 

, INTRODUCyiON _ , 

The Off ice of Education (QE') within the DepartmentAf 
. , .Health,. Education,' and WeJLf are (HEViy, sponsors the follofxng 
'major student aid programs: - ■< v ' - . - 

' ■ ' ■. .■■ ■ ■ ■ ■. ,:• • ■ ■ , . ' 

• — Basic "Educational Opportunity Grants .(Sasic Grants), 

- --Supplemental Educational Opportunity Grants (Supple- 
^ ^ . mental Grants)*,, • ^ • 

-r^ollege' Wotk-^tudy, - j "- 

-i-National Direct Student Loans- (Direct Loans), 

\ —Guaranteed/Federally Insured' Student Loans (Guaranteed 
• " - L«)ans), and - ' ""^^a 



-^State Student Incentive Grants. 

Funds for these progr^s are to be distributed* ofi the" 
basis of need to studeats enrolled in' a wide range of post- / 
secondary institutions, incliSfing colleges; universities; 
commuriity. and junior col legfes ; , vocational, technical ^ and 
business schools; and hospital schools Of nursing. 

■ ■ ' , ■ ■ ' • • . . ■ ' . ^. ■ ■ ■ . ■ 'C' 

' The- programs are forward funded— money appropriated -in 
any fiscal year will be obligated in that fiscal year but.^ 
not- be expended until -the next fiscal year. Appropriations^ ^- 
for these six program's increased from $1.7 billion in fisc^ , 
year 1974 to $4. *6 billion in fiscal year 1979. ' ^ « ' ' 

■ . ■ ^ ' . ■ : . . ' . ' 

Summaries of authorized activities, eligibility -tri^ 
teri'a, and funding levels for OE's major student aid prp^'^^ 

qrams are included" in appendix* I. k 

^ ■ ' ' ■■ ■ . . . . 

The ?tincipal obje&tives of our review wfere to ev^luat^ 

—the process of allocating campus-iDased funds (Direct 
Loans, Supplemental Grants, and College Work-Study , , 

-funds) to instit,ut±ons; 

... , . . . ■ » 

— the systemSTfor determining students' n^d for 
financial aid; 

—the schools' methods of distributing aid to students;* 
'.and , . V. ■ 



— the criteiria used to- de'fine satisfactory academic- 
standing. 

DESCRIPTION OF STUDBNT AID PROGRAMS 

Title I-D, of the Education Amendments of _X97 2 (20 'U.S. 
i070a) (1976) authorized the Basic Grant pro^rain. The pro-; 
gram is designed to assist needy students in continuing their 
postsfecondary education and to be the "foundation'" or; -start- 
ing point for packaging aid 'for these students.^ Under the 
program, students receive grants that ^are considered "entitle 
ments"; that is, financial assistance. for any who qualify, 

. ■ ' . • » ■ ■ ' ■ 

HEW awards Basic Grants to students, and the schools act 
as disbursing agents, Fdr academic year 1978-79, grants were 
limited to $1,600 1/ or on^-half of the cost^of education, 
whichever is 'less.. Unlike a loan,, the Basic Grant does hot 
have* to be repaid if the student attends ^school during the 
•fentire academic peribd for which the graA^^was made. Basic 
Grants are intended to be supplemented, if warranted, by ^ 
other Federal student aid programs, such as Supplemental 
Grants, College Work-Study, and Direct and Guaranteed Loans. 

Supplemental Grants, College Work-Study, and Direct - 
Loans are referred to collectively as campiis-based programs 
because awards are determined by financial aid officers at 
post$econdary schools. 

Supplemental Grants, authorized by section 131 d£ the 
Education Amendments of. 1972 (20 D.S.C. 1070b) (1976) , are ' 
to assist undergraduate- students who demonstrate "exceptional 
financial need" and who, w'ithout such aid, could not reasbn- 
ably expect to enroll or continue in postsecond&ry education. 
Grants cannot; exceed $1,500 or one-half of the , financial 
assistance awarded to a student from all sources by his 

school for a given academic year, whichever is less. 

' - ■ ■» . ■ . . > 

. The College Work-Study program, authorized by part G of 
tit^ IV of the Higher Education Act of 1965, ^s amended 
(42%.S.C.A. 2751) (West Supp. 1978), is a cost-shared 
program p| Federal-plus-employer support intended to promote 
part-time^ employment of students "needing funds to attend 



1/The law currently provides for a maximum grant of $1,800 
if the program is flilly funded. Because this condition 
was hot met for academic year 1978-79, OE reduced the 
maximum grant £o $1,600. For academic year 1977-78 and 

* prior years, the statutory limit was $1,400. 



postsecondary institutions. The baaic raquiremfent for a, 
student's participation in the prog?lm is financial need", .but 
preference is given to students with the' "greatest f^nanci^l 
nexed.*^ -institutions maHe jobs available to their students- 
including, where possibly,, e-duc^tionally significant work 
assignments. The ear/iings are -applied toward the' student s . 
.,cost of attertd^nce as- a ,mean^ pf Supplementing financial a^d v 
availabl-e from *o the r sources. . .. 

■ . , V " ■ - ' ■ ■ . . . ' . 

The Direet Loan program, \uthprized by part E, title IV, 
of the Higher Education "Act of 1965, as amendi^d ( 20 U.S.C. 
1087aa-fi) (1976), makes low- interest*, long-term loans not 
to exceed $10,000 (over' a 4-year period) available to quali- 
fied students needing financial' assistanqe. The program is • 
supported by Federal and school contributions to a revolving- 
Jund established at, each participating institution. 

■ . . ■ ' ' 

•Slhe Guaranteed Student Loan program was authorized by^ 
section 421 of the Higher Education A.ct of 1965, as amended 
(20 U.S.C, 1071) (1976). Its major objective is to enable 
eliqible students* to borrow money t« pay part of their educa- 
tional costs. Students obtain long-tei;m loans directly from 
banks or certain other participating lenders. Guaranteed, 
. l^ns are insured, by either the Jedd^al Concernment or a State 
or private nonprofit guaranty agency. ; ^ 

. The State Student Incentive Gf^ant;, program^ authorized ' 
by the Educatipn Amendments of 1972 (,20 U.S.C. U070c) (1976), 
is to assist States and territories to initiate or expand 
grant and scholarship^ programs . for postsecondary Jduc^t^^ 
students having substantial f inan*^al need , .^f ^^^^^^ . . ^ 
agency selects grant Recipients using financial need criteria 
established. annually by that State and approved by OE. 

Students^ attending postjsecondary. schools ^may receive 
^ financial assistance from other Federal agencies. The two 
iSrsources are the Veterans Administration (VA), under 
the Veterans' Educational Assistance Pirc?gram, and the Social 
^security Administration, under the Old Age and Survivors and^ 
Disability insurance trust funds prdgrain. During f:isca4^y ear 
'I9?7f posLecondary edu3aUon outlays these programs^were 
abou£ $2.5 billion and $1.2 billion, respectively. VA educa- 
tional assistance programs provide financial aid to veterans 
•and? in some cases! their eligible dependents for school and 
living expenses. The Social SecQrity Administration helps 
meet the educational expenses of children of retired, dis- 
^ abled, .or deceased parents who qualrfy fpr social security 
benefits. Unlike OE programs, these programs provide finan- 
cial aid to students who qualify regardless of their needs. 



ANALYSIS TO DETERI^INE ' • " . ^ • ' _ v 

STUDENT FINANCIAL NEED 

^The basic premise of OE "student ^a^d programs is that 
students and their families ar® primarily responsible for 
the cost of postsecondary educat;,ion. Thefrefore, a family's 
ability to meet these costs must be .as§essed\a process 
referred to as need ^nalysis..^. Student 'eligibility .for OE 
campus-ba^ed programs can be'q^termined . by any of several 
approved systems. The three major OE-approve<^ systems are 
,(1) the College Scholarship Service (CSS) sysi%m, (2) the 
American College Testing Program (ACT) system, and (3)" the 
Basic Grant system. , . - 

■ - . ■ * . . ' ' ■ 

Financial aid officers at postsecondary schools are re- 
sponsible for helping stud.ents meet the cost of e(^ucat:^n 
with the resources available. A student's financial need is 
the difference between the cost of postsecondary education 
and the faimily's- and student's ability to meet that cost 
{referred to .as the expected family contribution). The 
expected family contribution is determined' by analyzing 

•family income and assets, considering such factors as family 
•size, the number of family members in postsecondary schools, 
and extraordinary expenses. To meet a student's need, the 

■aid of fiper usually develops a financial aid package that 
includes. various types of grants,' scholarships, loant, and 
work- study funds available from federal, .State, private, and 

institutional sources . 

■ ' • < ■ ■« .««« ■• 

All applicatior^s for .Basic Grants are processed centrally 
by'one HEW contractor. ' Students meeting the 'eligibility cri- 
teria are entitled to a Baisic Grant and are assigned an index 
number. representing the'family^s expected contribution. .The 
Basic Grant amount is determined from an OE payment Schedule, 
which shows the eligibility index and the costs of attending 
the school of the student's choice. The amount of an. award 
under the", three campus-based prdgraras is determined by the 
institution's financial aid officer. - , 

LEGISLATIVE HISTORY r. 

While considering |he Education Amendments of 1972 , 
(Public Law 92-318), the Congress noted, that equally needy 
students attending different schools received unequal ' 
amounts of aid. In enacting the amendments, the Congress, . 
intended that students in similar circumstances across the 
Country would be treated consistently. The Congress estab- 
lished the Basib Grant program' to help meet that goal. 



. A studentf's- Eligibility for a Basic Drant ' and th^^size 
of the award \^ere to be determined by subtracting the ex- . . 
peqted family contribution from the. cost <5f the school 
attended. The Basic Qrant, which is limi-ted to one-half of 
the cost of atteRdance,iwas ej?pected to be the foundation 
Of ail student aid, and therefore , woul(t af fect the atont . 
of a i-a 'awarded by instituti^ons undej: the other need jbased 
programs. Under the Basic Gijant program, students ih similar 
financial positio-nfe would be treated consistently.- At; least 
part of- the cost not' covered by the Basic Grant is'usu^lly 
met through the campus^based aid programs. 

* When considering the 1972' amendments, the House Comnfittee 
on Education and L^bor described the a^faird of » Campus-based 
aid as follows: ~ > . 

**The student's res6urces are finally determined 
by the<institutipn's financial aid officer who 
deals, with him personally. In practice, the 
programs' have gradusilly evolved into 'a 'ladder' 
of aid; starting with grants and moving up to ^ • , . 
work-study, [and] NDE^ [National Defense Edu- , 
cation Act! student loans * * *- There is con- 
siderable ovetlap and flexibility with the 
general result that the financial aid officer 
has leeway to put' together a 'package' for the ^ 
student in front e>f,iiim.-" - , '\ 

The flexibility xesulting under the campus-based programs 
from allowing financial aid officers to make the final dete^r- 
raination of heed on an individual basis can help eliminate 
the inequities caHjsed by regional differences in family in- ' 
come and costs of living.- However, students in similar eco-, 
nomic situations still might be treated , inconsistently by 
/ financial aid offices-. For example,, some students might 
be Qi^erburdened with self-h'elp-type aid, sm:h as loans and 
work-study,' wherea,s othe^ students in similar circumstances 
might receive aid packages .made up^ primarily of grants. 

- * ' , » ' ^ ■ . ■ ■ . ,. 

SCOPE OF REVIEW -> " ; , 

We made our review^ at (>E headquarters in Washington, 
©vCr at 6 HEW regional offices; at the Americaa College 
" Testing Program in Iowa City, Iowa? at, the Educational Test- 
- ihg- Service in Princeton,. New Jersey; at 10 State higher 
educatlQB agencies; and at 23 postsecondary education -insti- 
tutions in 10 States. Basic Grant and campus-base.d f unds ^^t, 
allocated to the 23 schools for the 1976-77 academic jear, 
totaled $50.5 million (or 3 per'cent of the total funding 



JEor^ these prOgranss). The names and location,s of the schools 
and ^he informaAon used in selecting thenr are contained in 
appendix IX . V . , ' - ' , 

■ The 23 post^econdary^ schooJjS -were selected^ to include a 
diversity of s<ShooIs. part^ipating* in OE student assistance 
j^tirograms. The nura^r of *sphoplg selected in 6acb«- category 
•was in the approximate proportion that' ea6h .type of school ' * 
participated in' OE's Basic Grant and campus-t)ased programs^ 
Factors bonsidered included 



-^geographic location, , 

— type of school- (for examplev 2- ar^d 47year" public and 
private, nonprofit, and proprietary^), and • ''. 

--«number of Federal, student aid programs in \jtfhict> ,the 
' schools participated and amount of Federal funding 
involved. 

• ' • ~ . i' ' 

< ' . -J ' ■ ' 

i" ' ■ . . 

The school^ selected were riot considered to b% better - 
or worse than those not selected. Since this report is 
directed at improving' OE' s admjlnistration of ' student fihan- 
ciai aid programs, the jechools' are not identified in the ' 
report except in appendix II. 

We "reviewed the law and legislative histories of the 
student aid^prbgraftis and program regulations, policies, and 
procedures. Schools' applications for campus-based funding 
.an^ annual expenditure reports werd^also reviewed. 

We i;andomly selected a sample of 1,669 student aid 
folders for'^the 1976-77 award period and examined such docu- 
ments as heed analyses, award letters, a^d Basic Grant student 
eligibility repOE'ts*. We interviewed financial "aid officer^ 
and other educatiorj institution officials. State higher edu- 
cation personnel, officials of the Ameriqan College Testing 
Program and Educational Testing Services, and HEW. regional 
and headquarters officials. 

Our analysis of individual student aid files was iin- 
tended to determine whether students in. similar situa-tioris 
were being treated consistently, as intended lay. the Higher 
Education Amendments of 1972. We examined (1) the methods 
need analysis firms used to assess a family's expected con- 
tribution .to the student's educational costs and (2) the . 
methods financial aid officers used to distribute aid to 
needy students. ' . " . ' 
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^ CHAPTER j / 

NEED FOR IMPROVED' METHOD OF ALLOC ASt*:ING . 

CAMPUS-BASED FUNDS TO INSTITUTIONS 

Financial need .is the primary student eligibility c^i-^ - 
terion for OE's student aid programs. However, OE's method 
of allocating, funds, to institutions for the three campus- 
based programs has not resulted In a distribution , of funds 
consistent with student need.r Some institutions received . 
all or more than the funds necessary to meet the needfe 'Of 
their students ^^^while others received much less than needed. 
■■.■*■.. . .. 
'rphe statutory formulas OE uses to allot funds to , States 
do not measure relative student need among the States. 
Although -institutions'! applications include a section for 
pirojecting the number ©f needy students and the amount of 
aid they require, swch applications were not used to allot 
funds, aipong the States, . , 

Other problems were that U) the eleme^its of the statu- 
tory *formulas for alloting funds to States d.iffered among 
the three programs and (2) inst>itutions inflated the, amounts- 
requested on their applications %o compensate for reductions 
mad^ during OE*s review process. 

: TO reduce the existing disparities and incdnsistent 
treatment Of institutions and students, statutory allotment' 
formulas should be. amended. In October 1978, OE revised • 
its procedure for allocating campus-basea funds, among 
institutions.. ^ 

THE ALLOTMENT AND ... . ' 

ALLOCATION PROCESSES 

Except for part of one program, OE allots campus-based 
\funds to States using statutory formulas. Funds are then 
allocated to each participating institution. ^ ^ 

Ninety percent of the available funds in the programs 
are allotted among tlie States an the basis of the formulas. 
This results in all StatW reciiving a share <5f the funds 
for each program basedT^pon selected State demographic 
characteristics. A portion />f the other 10 percent of the 
funds in each program is ysed to bring each State up^-to its 
1972 fundind level. Remaining funds are to be;allotted_ _ 
among the States according to equitable criteria established 
L the commissioner of Education. Also, if a Stat?e does^not 
use all of its allotinent, the unused funds can be reallotted 
among the other States. 



Instrtutipn^ apply to' OE annually for fuhds under eacb 
campus-based piro^ram. Institutional applications (referred 
to.as tripartite applications), were .reviewed by regional 
panels composed, of institutional financial aid officers and 
OE representatives. The panels determined institutional 
needs for funds and recommended approval or adjustment of 
the amounts requested. Althouigh the State, allotment formulas 
*^ and not panel action detern\i^ned the amounts received/ by the 
^, S.tates within the HEW regions, the panels affected amounts 
allocated to specific institutions within the States. This 
resulted because the amount; allotted to a State under the' 
formulas was prorated to institutions on the basis of the 
i^araounts approved by the panels for all inaftitutions in that 
y* :^tate. ./ . ' , ■ 

For example;, if a* State's aiJotment under the formula^*" 
was 75 percent of the total panel-recommended funding for 
institutions within that State, 6ach institutien would have 
received 75 percent of its panel-recommended aiSount. There 

h\ is a separate allotment for each of the campus-based programs 

V The jSupplemental Grarit allotment . is divided into two parts- 
initial y^ar gtants for fir$t-time applicsu^ts and continuing 

^ year grants for students who previously received Supplemental 
Grants. These funds are not interchangeable— rinitial year 
grants cannot be used to fund continuing students and vice 

;■. versa. . 

. " ■ , . • • ' ' 

\„ . The Cbraraissioner of Education has statutory authority 
to allot Supplemental Gr"ant (continuing year) , funds in a 
manner that yill best achieve the. purpose of the program. 
'The established procedure was to divide.- the totfil amount of 
continuing year funds available by the total amount recom^ 
, mended by the panels, to determine a uniform national per- ' 
"centage for all States, Thus, the method of alldtting 'the 
continuing year funds differed markedly from the procedures " 
used tp aliot Direct Loan, College Work-Sti:idy , and Supple- 
mental Grant (initial year) funds. - 

• . • " ' ' ' . ■ ■ 

Generally, tho^e responsible for distributing financial . 
aid contended that there were insufficient funds to meet ■ 
students' needs arid that the method used for allocating - ' 
campus-based funds (St^te allotment formulas and the j^anel 
review process) xiaused some schools to reteive all of or^ 
more than 'the funds they needed yijil'e others might have 
received substantially less than they needed. The amount 

• of. assistance received by students from the campus-based 
programs did not. depend solely on their finahcial need. In 
addition to need, funding ^available to a student at a given 
institution was affected by the State in which the institu- 
tion was located and the institution's total need in- relation 

. to other institutions' wltjj-in the State. . . 



In Jiine 1977, the student Financial Assistance Study 
Group"'!/' issued a report to the Secretary of HEW entitled - 
"Recommendations for Improved Mar^agement of the Federal 
Student Aid Programs." The report concluded that: 

"* *^ * the strengths of the application pro-, 
, cedures are so' far . outweighed by its weak- 
. "ness^s.. We believe.: that -an- alternative me^ns 
' • of distributing funds_.tp*institutions must « 
be developed." ' , 

The study Group reccSmnended that a new method of fund 
allocation be developed and that it be fully operational by. 
the fall of 1978> It also recommended that panels continue 
to review appl icat ions* and decide appeals . It suggested that 
"the appropriations process precede the 'application process 
so that the panel could assign actual rather than panel- 
recommended dollars. .In addition, the Study GroU^p suggested" 

that: ' ■ ' 

-^■The standards, techniques, and procedures used in the 
funding process be uniform and consistently applied 
.- from institution to inst i'tution, from State to State, 
" and frpm region to region, _ 

__No more than one data collection document be used for 
■ the funding allocation proces^s as well as for t^e 
' end.-bf-the-year reporting process. 

.—Ideally, the funding process use only data that can 
* be verified^and audited. , M ' ' 

As a result of recommendations made by the Study Group, 
members of the financial aid community, and us, OE ^decided 
to/revise its process of allocaUng campus-based aid funds 
to^schobls. The revised process\is'>designed^to 

. , — be based oh information gathered from a substantially 
shortened institutional application that is combined 
with the annual fiscal operatj.ons report, 

— use auditable (Mstorical) daf;a that will perilUt a 
. . standard measurement of relatiye institutional finan- 
cial need, -. . ■ 



1/A group of 12 individuals outside the Federal sector 
convened by the Se<?retary of HEW to study the management 
^nd organization of HEW's student ^naocial assistance 



■programs. 



—place greater emphasis on instUfctigns' use of pre^ 
vious years' funds, and 



m 




. — reliminate the panel review proce'-fes and use compiaters 
to objectively assignN institutional need b^alf ormulas. 

' ■ ■, ■ ■ 
This new' process wjlll be phased in over a 3-year period. 
On November 8, 1978, regulations were proposed for the allo- 
cation. -of campu^i||;^ased funds for the 1979-80 school year, ^ 
Regulations for the second and third phases will be proposed 
aft;er the ^i,rst „^hbs€ is completed. • 



STATE ALLOTMENT FORMULAS NOT BASED ON NEED 

The formulas that allot camgu^-based aid to States are 
inadequate and inconsistent in thei v. treatment of need. 1/ 
None of the formulas for allotting' campus-based aid funds 
address need as defined by OE^-the difference between the 
cost of education and the expected family contribution. 
Direct Loan and Supplemental Grant funds allotment formulas 
are based on demographic characteristics ^not directly re- * 
lated to need. The poverty factor (number of children 
undejg ^LS from families with annual incomes below .$3,000) in 
the College Workr-Study allotment formula was developed when 
the pro^iram was first authprized by the Economic Opportunity 
Act of J964 and only students from low-income jfamilies were 
eligible for benefits. When the program was Itransferred to 
OE, eligibility was no longer limited to sucJi studenJ:s. 
However, the. original poverty ^factor in the allotment; for- 
mula was retained. * . " 

In a'l^S'S report on the administration of student aid 
programs, the College Entrance' Examination Board noted that 
thie statutory formula^ did not adequately consider two'illvr 
portaat factors: {1^ the nunjber t)f students enrolled in ^ ^ 
high-cost institutions varied -radically from State to State 
and (2) the distribution of > income differed among States^. 
We believe income and cost of living information available 
from the Bureaus of the Census and Labor iStatistics (^uld 
be use4 as indicators of need. \ ) 



1/The formulas allot funds to each State acccjrding to the 
•raitio of the students in that State to the national total 
of^students. For Direct Loans, the formula includes only 

• ft^l-^time students; for Supplemental Grants, the formula, 
includes full-time* and the full-time equivalent of part-- 
time student^ for College Work-Study, the foriiiula includes 
full-time students as well ^s the number .of high school 
graduates and the number of children/ under 18 years of age 
living in families with annual incomes of less than $3,000. 



During our fieldwork, several State and financial aid - 
officials told us that the State allotment process cduld^ be 
improved by (1) replacing State allotment formulas with a, 
national formula whereby all schools would receive the same 
percentage of their panel-approved' recomnfendations or 
(2) revising State ■allotment formulas ^ that mpre funds go 
to States with higher percentages of 16w-»*income families. 
Which spend larger percentages of their State budget on edu- 
cation^,, and with larger numbers of college-age, sttjdents. , 

Despite recommendations for revising ^e State allo(^- 
tion formulas from several organizations over the/ past 
10 years, no significant changes have occurred. Thus, 
although the campus-based programs are aimed at meeting , 
student needs, the eici^ing formulas, that bring 90 percent 

to t^e States still do not directly measure 
need. The current methods for allotting the 
0-percent funds and for reallocating funds 

' iate th^ rigidity of the formulas by irecog- 

niiing'the differing needs of the States. However, there 
was increasing conce;cn that the methods of allottirrg the 
discretionary 10-percent funds tarther encouraged grantsman- 
ship in the institutional application process. This is ' 
because the fairness of the funding process depended heavily 
on the extent to which regional review panels operated uni- 
forralr and consistently and successfully detected inflated 
institutioTial f uniting requests* 



of these funds 
relative" StatjB 
discretionary 
attempt ta all 



The incbnsistent results of the allotment process^ 
could be illustrated by comparing the. campus-based funds 
received by schools in different States as a percentage of 
panel-recommended amounts. ' Total campus-based 'funds allo- 
cated to the schools in our review varied from 36 to 94 
cent of the amounts. recommended- by the review panels. 



per- 



The following table shows,. for example, that twfi. 4-year 
public institutions U and B) in different States received 
widelv different treatment through the allocation process.^ 
Similar disparities are shown for two 4-year private .schools 
(C and D) in two other States. ^ 



School' 

•, • A ■ 
B 
C 



Amount 
applied 
for 



Panel- 
recom- 
mended 
amount 




Percent of" 
amount 
applied 
for 

92 
• 100 
96 
40 



Allo- 
cated 
amount 

$3^591,570. 
5,405,665 ' 
444,192 
943,392 



Percent of 
panel 
recom- 
mendation 

41 

72 
39 
94 
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Although school A's p-anel-reconunended _ amount was. about 
$0.5 million more than school B's, -school B received ov( 
$1.8 million more than school ff. J^d although school 
panel recommendation was greater than school D's^.the 
received more than' tyice as much money. 

In two States withih' the same HEW region/ the State* ^ 
allotments for College Work-Study, as percentages of panel 
r^ommended amounts, differed by m6i;e than 32 -percentage 
points (54.8 to 87.1). Because of inconsistencies in the 
statutory formulas, if two schools, one jun each of \ the two 
States, had. received identical panel recommendations of ' 
$100,000 for Col^ge Work-Study, one school would hav^e 
received $54,800, theother,^ $87,100. Such dif Terences" also 
existed in the otI>e\ campus^based programs. '--3'h.e'' following ' 
table -shows, by program, the percentage of paqel-recommended 
funding actually allocated to applicant schodls\in each 
State in our review. 

' ■ ^' ' ■ . ' . ■■ 

fiscal yea.r 1977 allocations 
N ■ panel-^rectotff^ 

• College ■ ■ ^ ■ 




s a percerit of 
ded aiiounts 



Work- • 


, Direct 


Supdu-emental Grants 


Study 


Loans 


:]jnitial 


Continuing 


87.11 


79.89 


50*45 


50.83 


83.0^ 


" 61,65 


45.74 


50.83 


72.75 


57.20 


40.19 • 


50.83 


62.82 


52.76 


40.89 


. 50 . 8'3' , 


54.76 


5J.85 ~ 


38.87 


50.83 


46.87 \ 


41.31 . 


29.12. 


50.83 


46.87 


39.47 


26 .99 


' 50.83 


46.87 


43.41 


26.99 


50.83 


46'. 87 


39.47 


26.99 


50.83 


46 .87 


39.47 


26 .99 


50.83 . 



New Jersey 
Florida 
Tennessee 
Pennsylvania 
New York 
California 
Colorado 
Minnesota 
New Mexico 
Wisconsin 

' The Student Financial Assistance Study Group report con- 
cluded that review panel members were aware of, the diff^ir- 
ences among the States, in the percentage of panel-recomme>w^fed 
fun^Jing actually received and that, their objectivity .was ^ 
thereBy affecte^^. According to the report, panelists were 
tempted to compensate for the§e differences in'making their 
recommendations for awards, even though they were .instructed 
to recommend the amount, that the college really needed and 
would use. Howg^er, the following table shows that,, if such 
compensatying efforts existed^ they, did not result in con- 
sistent treatment of institutions appl-ying for aid or student? 
receiving the ai/d. • ' ' . 
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1976-77 award period 



Average campus-based ^ Average unmft 
aid allocation need -after 



School 


per aid reci 


, . 1 ■ 


'< $ 616 


2 


571 


3 


- 409 


• 4 


520 


5 


' 413 


,€ 


1,181 


7 


671 


8 


643 


9 


297 


10 


634 


11 


. 727. 


12 V 


377 


13 


335 


14 


277 


15 


89 


16 


413 


, 17 


137 


18 


363 


19 


;,014 


20 


150 


21 


856 


22 


."981 


23 


282 



al.l aid 



/ 



89, 

575 
25' 
200 , 
400 
745 
394 
62 
-31 
87 
■244 
Q 

966 
811 
■881 
293 
559 
35 
105 
1,182 
1,717 
1,363 

23 ■ 282 ' 1,7 43 

The table shows significant inconsistencies between per 
capita allocations and unmet ne>d. For example, one school 
(number 11) was allocated $727 in campus-based aid for each 
recipient enrolled. The students m' our sample at this ^ 
school received aid averaging $244 more than- their need as, 
computed by the aid officer. 'Another school in the. same. 
Itate (number 20) was allocated only about $150 for each 
aid recipient enrolled. Students in our sample at this 
school had unmet need averaging $1,182. . • Y 

m a second State, pne proprietary school (number 19r. 
was allocated $1,014 in 'campus-based funds per aid recipient 
enrolled? The students in our- sample had unmet need averag- 
:|ng about $lt5. " Another school inumber 15) , ^ '^-yeax public . 
inltitution in this State, was allocated oniy/^^ P^^.^^^Sga, 
"recipient, and students sampled had unmet need averaging $881. 

- » Such inconsistencies occurred primarily for two reasons; 
M) the process by which funds are allocated among- the States 
is not based on need and (2) need frequently was not reported 
alcu?ately on institutions" applications which provide the 
^sis for distributing State allotments among institutions. 
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Differing statutory. elements ' ' 

amo»g the' three programs ' ^ 

■ V ^ . " 

^ The statutory formulas for -allotting fQnds to States for 
the thret campus-basecf programs' are different.. Even thoug|i ^ 
^P^*^^"^^* to provide* "heed-based assistance to 



•studehtg, only^ the College Work-Study fqrmul'a. includes a J 
• State poverty f actor and; considers^ the n'uraber dr high~school 
•graduates. " The Direct Loan and College |worJc-*Sti.udy 'formi*la& 
i consider-bniy- full-time college, enrolim^n't. , The Sup'plemenj^al 
^ Grant,3(j.nitlal year) formula considers both full-time ani^h^ 

' full-time^quivalent of part-time enrogNents sQf^both' graduate 
and undergraduate stu^enl^s, although dl^y underi^duates^^ 
. J|«ttending school at least -,jpl>f time are i^ligible f or granta. 
■ , ' ' * ■ " 

These problems were cited in a 1^74 C611ege~Soaf d stu^y . 
of student financial aid programs. The study admitted that 
no clear evidence has shown that eliminating the formulas 
. would result in greater qon^stency in distributing funds to 
needy srudentSr fcjut it questioned the need for three separate 
formulas'. Although th^ ^tudy made no recommendations f Ve 
'\believe that the inconsistencies noted ^ove should be * 
eliminated. .■ . /' 

-3^STITUTI0NftL APPLICATIONS m 
. OFTEN OVERSTATED NE£DS , V . - 

Applications submitted by institutions f or campus-Ased 
' funds %re supposed to reflect the cumulative financial rtEed 
^, of thfeiS:, studentsr'. Hbweven, aid officers know from past 
experietice tfchat the' State allotment formulas {and, to a 
-lesser extent, th§ panel review process) resulted in^-sig-- 
nificant differences betweenihe amounts schools requested 
and the amounts they receiv^. For example, funds received 
• . for fiscal yeprs*1976 and 1977 by the schools in«our review 
averaged 48 percent of the amounts requested, with a range 
of from 11 to 72, percent. Because of these differences, 
sorae\institution officials inflated requests to compensate 
ftjr- the amounts they requested but did not receive^ 

in a previous report, 1/ we concluded that the alio-' 
cation process did not insure an equitable distribution of 
» appropriated funds. As a result of certain institutions 
overstating their needs, some institutions received aM of 
or mo*;e than the funds actually needed, while others ^iceived. 
. \ . substantially less than they needed. ; 

' ■ ' v'- ' • ' , ; ' ' . ■ " ' ■ - ^ ■ 

* . . . l/^Administration of the Office of Education's Student 

Financial Aid Program" (8-164031(1), Apr. 4,^ 1974)'. ... 
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We ask^d OE 'and State. of ficials and institutional aid 
officers whether inflated requests were still a problem. 
According to them, most schools c'ontinue to. inflate their 
applications to get the funds they need. Additional Reasons 
xfor inflating, accQrding to one OE official, were: ^ 

— There is more compet-iti<*i for Federal aid as the 
.[. number of eligible schools increases... ' 

.. — Schcbls are competing for students, and there is a * 
direct relationship between the amount ofa id avail- 
able at a school and the number of students it can 
. . \. attract. r 

— Aid officers' job security is directly related to 
•their ability to obtain aid money. . 

.in its June 1977 report, the Student Financia:^ssistance 
, &tudy' Group stated yi^t*'* ; 

; . n* * * ^Y\e application and fundifig processes " * . 
*V are complex, biirca^nsome and timis consuming. 

They encourage ^rantsraanship and speculation ^, 
on the future". '* *- * In order to receive the 
dollars it actually needs, the applicant 
. institution may submit an inflated application 
^ to compensate for reductions necessitated by . 
the State allocation formula * * * and deci- 
sions are based upon projected figures that5 
' ' 'are difficult to estimate and impossible to ^ 
. V ' validate until two years later." • „ 

f ' ■ ■ IP 

Aid officers at 13 of the 23 schools we \$isited admitted th^y 
inflated the amounts on their applications'.' ' 

One aid officer said he had requested the amount of 
funds he actually needed for fiscal year 1973. Becai^e the 
request was so severely reduced, he has bverstated the 
amounts on his 'ap'^lications since then. 'According to an- 
other aid officer, he'^requested more funds than he could 
possibly use* - , 

The following table illustrates the inflati^bn of 
appri^ations by thre^e schools in our review. 
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. . School- 

• ■ -".^ t . ■. ,c 

1. Amount of campus-based \ 

aid received $268,000 $. 575,000 '$3,592,000 

2. Amount of additional ' . ' ^ 
; campus-based aid 

needed to meet 

"student need 100 ^ 

percent (note a). 28,000 72,000 3,608,000 

3. Total earapus-'based aid 

requiifed 4o meet . » 

total student need $ 296,000 $ . 647,000 $ 7,200,000 

■ ' ~ ' [ ■ . 

4. Amount of campus-based 

. aid requested $834,000 $1,465,000 $8,821,000 

5. Amount aid request was 

overstated (note b) $538,000 $ 818^,000 $1,621,000 

a/Amount is based on our computation of the^average estimated 
unmet need of students in our sample times 'the number of 
:^tudents receiving Federal financ© aid (entire universe 
of Federal aid recipients at each g^rhool) and assumes that 
unmet need can only be met by additional campus-based aid. 
Thus, our estimate of overstated amounts is conservative. 

b/Line 4 minus line 3. 

Institiitions can inflate their requests for campus-based- 
funding in varirous ways. They can ' 

— ovfe-rstate the number of students needing aid, 

—overstate the average need of students, 

— inflate student budgets, and 

—understate the amount of aid available^ from other 
sources, ^ 

The Student Financial Assistance' Study Group cited a 
study by OE's region X /to verify information submi tted. on 
the applications for the 1976-77 school year by 44 institu- 
tions. This study raised serious questions about the ac- 
curacy of historical data, ahd projections used to justify 
the funds requested. 




The region>IX 
devoting an 
n. The 
nted on 



this 



Although review panel merob^rs were generally, aware that 
applieatibns were often overstated, the panels could make 
onlv a limited^review of the applications because of their 
number and length. For example, for the 1977-78 award period 
the'2*l-mefttber region H panel reviewed 434 application-s and 
could devote only, about 30 minutes to each 
panel of 21 members reviewed 583 applica 
average of 15 to 20 minutes to each appl 
Student Financial' Assistance Study Group 
problem as -^follows: . 

«* * * ^Yie immense amount of data is difficult, 
if jiot indeed impossible for the panels to con- 
sider properly. The review of so much data, 
without computerized support which could provide 
comparative figures for similar types o/ insti- 

■ tutions, make the panel review process subject to 
inequi$:able and inconsistent decisionmaking within 

.each panel as well as between regions." 

, ,. 

An Aid officer told us that the review panels served" no 
■•useful purpose because there was an appeal process .under 
which OEmade the final funding decisions. If an institu- 
tion was dissatisfied with its panel xe commend at ion ,- it 
could appeal to HEW. For example, one school appealed the 
panel's funding recommendations for fiscal year 1977, and , 
the following changes resulted. 



Program 

Direct Lo^n 
College Work- Study 
Supplemental Grant 



^mount 
applied for 

$i, 368 , 321 
542,965 
978,500, 



Review panel 
re comme nd a t jon 

— — -r ^ 

$486, S61 
324,817 - 
585,367' 



Regional 

appeal 
approval 

$697,473 
429,508 
791,838 



Another school appealed the panel^s funding reccfmmendations 
for fiscal year 1976 , and the following changes-' re su}^ted. 

Regional 

appeal 
approval 



Program 

Direct Loan 
College Work^-Study 
Supplemental Grant 



Amount 
applied for 

$ 67 ,500 % 
650 ,000 
360,000 



Review panel 
recommenda t ion 



$ 



200,000 
140,000 



$ 26,566 
360/063 
199,696 
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Although OE did not have nationwide statistics on the 
effect of appeal actions,' we analyzed appeals for eight 
schools in our review for the 1974-75, 1975-76, and 1976-77 ' 
award periods. The following table summarizes the results 
of our analysis. 

. " . ■ ' ' . . •■ ' ' ' ' ' ■ . 

Type Number of* 

; -of ' ' appeal Number • Number Number 

appeal ^ ■ actions increased decreased unchanged 

Regional 46 22 2 22 

National . 7,1. , ' - 6 

■ . ' • ^ . 
The net effect of the regional appeal actions was an increase 
in recqjmnended campus-based fundirig "of $1 ,525 ,702 . The net 
effect of the national appeals was an increase of $922,827, 
Adjustments in panel recoitoendations affect the amount aq,- * 
*tuaXly received. According to OE, during the same 3 -year 
period, there were 1,976 regional appeal 'actions. For 
1974-75 and lJff5-76 1/ there were 153 national appead" 
actions. ■ ■' ' 

During calendar year 1974, HEW's region V experimented 
with an automated data processing system used in reviewing 
institutional applications for campus-based funds. The 
System was designed to reduce clerical aspects of the review 
process, increase the equitableness of allocations, and pro- 
vide an updated '^ata base for statistical purposes./ , v 

A region j7 evaluation of the system's first year of 
operation concluded that .it improved the review process by 
providing more accjurate data, improving^ communication be- 
tween OE and the schools, reduciiig clerical activity, and • 
improving analysis jof the data/on the schools' applications. 
The system was furthef tested /in 1975;, However*, because of 
high operating costs, inadecjuacies in some* programs, and 
OE's lack of confidence in the data base, the system was 
discontinued iti December 1975. 

According to OE officials, its revised process for 
allocating campus-based funds will calculate awards by 
computer and eliminate the controversial regional ^panels. 



1/OE could not provide figures for 1976-77 
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UN0 SEI3 FUNDS ^ 

Six schools in our review used, all of. the campus-based _ 
funds allocated to them during fiscal years 1975 and 1976; 
the other 17 schools did.not. .The total unused funds at 

these . schools were"^l .5 ■milllora f or irhose ^-y^s r Reasorts 

given were • - . 

— the rapid growth of the Basic Grant program and State 
grant programs , . some pf whose funds went to students 
who formerly received Supplemental Grants; ^ . 

— the inability to award alL Supplemental Grant funds 
received because there were not enough returning 
students qualified to receive continuing funds; 

— the acceptance of College Work-Study awards by 
students who work very little or not at all; JL ■ 

— the receipt of reallocated College Work-Study Knds 
too late in the school year to be fully used; ^ 

,-a^Peluctance to award students Direct Loans when 
other forms of aid were available to meet needs, 
because of fear ofc a high'delinquency rate on loan 
repayment; and 

— inadequate school planning arid poor administrative 
controls « 

The legal restriction against using, initial year Supple- 
■ mental Grant funds for continuing students and continuxng 
year funds for first-time grant applicants {see p. 20) 
the late reallocation 'of Coll-ege Work-Study funds (see p. 21) 
' may tje legitimate reasons for underu€il izatioh. However, the 
other reasons could be excuses for latentionaL inflation of 
applications or weaknesses in program administration. The 
result is that schools have been awarded funds which they 
were unable to use. Surprisingly, most of these schools 
still showed unmet need for students in our samples 

For example, during 1976-77 the aggregate amount -of 
unmet need at a 4-year public school w^s about $100,000.. 
Ifowever, during the previous 2 years, the school did not use 
almost $400,000 in campus-based aid. Unused Work-Study and 

Supplemental Grant funds must be returned to the Treasury, 
whereas Direct'Loan funds already received by schools remain 

'there and reduce the next year's award unless unnecessary 
accumulation, of capital would result. Fifteen schools that « 

V ■ t ■'• ■>;.■ 
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had unused funds duriWq^l974-75 and 197^-76 also had" students 
. Wi^th unmet need during; tliese years; students at schools - that 
used all of <heir avaiiable funds also had unmet need. 

In the past, OS did not provide specific, quantitative 
-criteria f or evalaating^ a7v~iTistitutloh * s" request Tdr" funds 
versus its past use of similar funds. According to- OE 
officials, the revised process for allocating funds to 
institutions will*, be based on actual verifiable data, such 
a« past use of funds, enrollment, and other relevant factors. 

Separation o f Supplenientai Ggant funds , >, 

betVeen initial year and continuing year > i 

The la^ that divides Supplemental Gj:d»ts into initial 
year and Oontinuing yeai? allocations; was intended 1-o assure 
coht^inued assistance for students who previously reqeived 
aid under this progr^. According to aid officers, they can 
.rteither use initial year funds for students who h3ve pre- 
viously' received Supplemental Grants nor use Continuing year 
funds for first-time Supplemental extant candlqafeis, even 
though they might have more than enough in one category and 
hot enough in the other to meet stud^ents' needs. They con- 
tend (that a single allotmentjiicmld e*^nable ' them to better- 
meet students ' needs, for th^e -funds . Many schools have 
been unable to use the -continuing year funds because of de-r 
creases, in the nurabers'of eligible students caused by some 
dropping out. This results in available funds not being 
used, {See p. 19.) . ' 

Other schools unable to use .continuing year funds *have 
transferred these funds to the initial year portion through- 
College Work-Study.'^ Tb« legislation and regulations for 
both the Supplemental Gra.nt and College Work-Study programs 
permit transfers of up to 10 percent between these two pro- 
grams. However, although it' gives institutions some flexi- 
bility, this appears to be a cumbersome way increase" the 
use of Supplemental Grant funds. ^ 
■ .. ■ ■ ^ ■ 

After discussing this matter with aid officers.and OE 
officials, we believe that a direct transfer" between initial 
and continuing year funds would more" efficiently deliver 
student financial aid. .Aid officers told us that they 
would likely" increase their use of^4w^3plemental Grant funds 
if a single allocation were made. As early as 1974, the 
National Work Conferences on the Institutional-State-Federal 
partnership in Student Assistance recommended either ■ removing 
the distinction between initial year and continaing,- year' 
awards or allowing schools to transfer moneys between these 
Accounts, 



Need for more timely re a3.1oca|l_qns . 

' Funds sometimes become available for real lotment among 
States and reallocation among institutions. This can occur, , 
■ for example, when the &unds c^riqihally alloted to a State 

• (by the statutory formulas) exceed the total panej-recoramended 
.^ amounts' for the schools within the State. Also, '^some schools 
^^ind^that they have excess College Work-Study funds during 

the academic- year and notify OE that this ^oney is available. 
OE theh reallocates the excess money to schools that need it. 

• Our review showed the timing of th<e reallocation^-process to 
be a problem. ^ ^ ' • 

. . Some schoolshad not used al^ of their College Work-Study 
* funds because they received requested reallocations too late 
in the school ygar. For example, at one school only $12 of 
fib^OpO in additional College Work-Study funds was used 
bSfcuse the institution did not receive the money until 
kpvn. 23 , 1976 , and it had. to be used by June 30 , 1976 . As 
&f May 5, '1977^ another school had nqt received an additional 
$30,000 it wasN^l^arded on April 4, 1977 . Aid officers at 
these two school^ told us that, had the money been recetved 
.. s. pearlier ^ they ^^^^ have been able to use some or all of ife 
/'i-> fpr students having unmet need: , If the schools are to use I 
vV'.' 'additional funds effectively, allocations must be received 
■'in time to adjust students' awards or make new awards.*'^ 

^ ■ ^ ■• ^ 

CONCLU SIONS . , . 

. ■ — ^ ' \ . • 

The State allotment, and panel review processes resi^ilted . 
in^inconsistent distribution of campus-based funds to insti- 
tu4iioris.^ This occurred primarily because (1) the formulas, 
for allotting funds to the States were inconsistent and did 
not include indicators of the relative need of students m 
the States and (2) institutions inflated the amounts requested 
on applications which were the basis for distributing the 
amounts alloted to the States. In addition, the division of 
Supplemental Grant funds between initial year and continuing 
year,' and the lack of timely notification of reallocations 
of College work-Study funds to schools that requested addi-y 
tional funds, contributed to some . schools ' und^rutil izat ion 
.of .these campus-based funds. 

In our April 4, 1974, report (see p. 14), we concluded 
"that the allocation process did not provide for consistent 
distribution of funds. Schools did not receive campus-based 
aid in accordance with the needs o^ their students. .Through 
the completion of the fieldwork on this review, the pi?obleras 
cited in bur earlier report persisted. 

■ ' , 21 , . ' ■ ■ ' ■ • ; ■ . 

•. ■. • . V I- " ■ ' 
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Many schools did not spend ail; the iunds they were* 
all-ocated. In some cases this may .h«V^ been beyond the 
institution's control, as in thje-case of realldoat'ions re- 
ceived too late to be awarded tq.*sfeudents and the restriction 
Oi\ the- use'of continuing year Supplemental Grant, funds. In 
other- cases" uriderutiiiza'tion couJ.j3^,'.t>e\ attributed to inten- 
bionally ihflatied amounts on appliS'ations ' or weaknesses in 
• i^nstitutional administration .of the carapus-base'd programs. 

The efficiency and effectiveness of th$ campus-abased 
programs in reaching needy students and* in affording equal 
treatment of students in similar l^rcumstances, regardless of 
where thejj^ are enrolled, could be improved Jpy giving greater 
consideration to substantiated need and by""allowing institu- 
tions more flej^ibility in the use of funds allocated to them. . 

OE* s proposed revision* to, the process for allocating 
campus-based ^id funds to schools (see pp. 9 and 10) addresses 
many of 'the problems discussed in this chapter. The new 
process is designed to eliminate the regional panel review 
process, use computers to objectively assign institutional 
need on the basis of verifiable data, and consider under- 
utilization of previous years' funds. Howevesr, the Congress 
.needs to reexamine the components of th^ State allotment' 
formulas for the campus-based prog ramfe and consistently 
include.^ in each, indicators of relative neefd. We believe 
that using income and cost of living inforipat ion from the 
Bureaus of the^ensus and Labor Statistics as indicators of . 
need should be considered. 

RECOMMENDATION TO THg SECRETARY OF HEW 

We recommend that the Secretary direct the Commissioner 
of Education to complete implementation of the proposed 
revised finding "allocation procedures to help reduce the, 
inconsistencies in the distribution of campus-based funds 
and , to allow that students in similar circumstances receive 
Federal aid in accordance'with their needs, . 

COMMENTS OF OFFICE OF EDDCATIbN ^ ' > *^ 

OFFICIALS AND OUR EVALUATION 

- . ■. ■ ■ , . ■ ■ , ■ ' ^ ' ' 

OE officials concurred in our recommendation, and be- , 

lieved they had already complied with it. Specifically/ the 

new process for allocating funds to institutions recommended • 

by the Commissioner's Panel of Experts introduced several 

new features, including,^ 
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—a combined annual fiscal operations report and ^ppli- 
•;• ;.cation; . , ' 

—a request bas4d on actual verifiable data,, including 
• past u^^eVo^ funds; enrollment, and other relevant 

■. ; factors) . " - - 

— p'rocedures that produce a level of conditional guaran- 
teed funding based on^ use ilubject to State allotment 
• figures and a second fair share distritjution of any ^ 
extra funds after the first level is met? • 

—provision for- institutions to appeal levels of fund- 
■ ing to a nat^ional panel;,, and v ' 

— calcuiatJion of awards by computer arid elimination 'of 
the contr<^versial regional panels. 

implementation of this process began with the filing of- 
applications -i'n October 1978. The Bureau of Student Finan- 
cial Assistance plans to notify institutions of tentative 
levels of fundirfe eacph. January , cor^sider appeals in February, 
and provide notices 9f final awards in Warch. OE officials 
said. that, because a change in the State allotment formula 
requires congressional action, awards must be based on the 
same statutory State allotment requirements as before. 

We believe that OE has taken several steps. toward im- 
proving the allocation of campus-based student aid fijnds.^^^ 
However, because (1) these revised procedures were initiated 
after our fieldwork, (2) regulations for the second and 
third phases have nor yet been issued, and (3) many aspects 
of the revised procedures have still not had sufficient time 
to function, we cannot day whether further improvements are 
needed. We believe, however, that the appeals procedure 
mentioned by OE officials and the funds, allocation proce'ss 
itself must be kept as free as possible from the -grantsm^n^ 
ship* practices us^ by some institutions" in the past. Also 
for the most benefitXto be achieved from the revised proce- 
dures, the Congress nfeeds to bake action on the- following 
recommendations. 

RECOMMENDATIONS TO THE CONGRESS ' 

We recommend that the Congress revise, th^e State allot- 
ment formulas for the Supplemental Grant, Direct Loan, and 
College Work-Study programs to reduce the inconsistencies in 
the distribution of funds under these programs. Some points 
to consider are 
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Including the statutoty formula^ for all campus-* 
based programs consistent indicators of relative 
n^ed of students in, the States; 

-making formula factors for each of the campus-based 
programs consistent with the types of • students who 
are eligible; ^nd n <• 

^eliminating the distinction between initial and con- 
tinuing year awards under the Supplemental Grant 
program or permitting the interchange of such funds 
while assuring that all qualified students who re- 
ceive initial yeaf grants continue to receive Supple- 
mental Grants for the duration of their 'undergraduate 
enrollment. 
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IMPROVEMENTS NEEQED IN 
SYSTEMS ' gQ R DETERMINING NEED 



^ Financial need ia^the primary eligibility criterion for 
all OE programs discbssed in^this report. OE def^ir^s need 
as the difference between the costrcff education- and the ex- 
pected family contribution. These two factors have been 
specifically defined by the Congress and in HEW regulations 
for the Basic Grant program^ for the campus-based programs, 
-financial aid officers and need analysis firms are allowed 
flexibility in defining these terms'. \ This has resulted in 
' (1) different measures of expected family contribution under 
the various student assistance programs and (2) inconsistent 
ti?eatiiient of students , in similar situations who- attend dif- 
fa^nt schools.^ ^ / V 

^ Also, because OE hasliot established ujH^orm procedures , 
for verifying information on aid applications under the Basic 
Grant ^nd campus-based programs,, aid has been awarded on the 
basis of conflicting information. . . 

DIFFERENT SYSTEMS FOR 
DETERM INING FINANCIAL N^ED 

•- rf~~ ' ' ' '■ » .. ■ 

. "The Basic Grant program has its own need analysis system. 
Eliqibility for the q^pus-based programs can be determined 
by any of several OE-approved systems, including the Basic 
Grant aystero'. - Howeveu, most fschools prefer not to. use the 
' Basic Grant system for various reasons. #For instance, aid^ 
officers told us that this system does not provide them^with/ 
enough information to meet individual needs. 

' The two iftaior analys'^s systems in use for the campus- 
„ed programs are those" operated by th6 College -Scholarship 
S^vice and the American College Testing Program, achpols 
select a system and pay the service firm an annual fee. ^stu- 
dents at most schools applying for campus-based aid are in- 
structed to submit a completed need analysis application to • 
one of these firms. .Results of the analysis are sent directly 
Ito J^e: scbool. ACT and CSS previously had different methods 

of computing family contribution, /^^^^ f ^^I^f anriater 
processiing fpi:raula (consens^is model) for the 1976-77 and later 

award periods. 




award period, stude'nts may 
as campus-ba"sed aid and aid 



Beginning with the 1978-79 
apply for Basic Grants, as well 

from the States, of Pennsylvania and New Jersey, on a single 
form.- Infoirmat ion required of Basic G^ant applicants will 
be collected on the ACT, CSS, New Jersey, and Pennsylvania 
applications. Tix^is information will be forwarded to HEy' s 
Basic Grant processing contractor, which will analyze the in- 
formation and produce student eligibility reports as in pre- 
years. Students applying for only Basic Gi;ants will 
to complete a form specifically for thaV program. 



vious 
continue 



Student 



applicants are generally encouraged to apply 
for Basic Grants,^ Consequently, in the p*ast most applicants 
for campus-based aid have filed at least two need analysis 



forms, one 
programs. 



J s 

for Basic Grants and another for the campus-based 



Different systems result in different 

measures of family contribution • 

The Basic Grant system and the other analysis systems 
can produce significantly different results for the same ap- 
plicant because^-bf different treatment of income, assets, - 
family size allowances, ^nd other factors in determining the 
family contribution. Pdl example* the' following table shows 
for three students at one school the variance in financial 
need resulting from use of three different systems. 



Financial need coroputed by ^ notes a- and b) 



Basic Grant 
system 



Need Award Meed 



State 
aid system 



CSS 



Award Need 



Award 



Financial 
need 
variance 

( rtotec) 



Student 1 
Student 2 
Student 3 



§4,478 $ 726 
4,953 1,176 
4,Q92 326 



$4,842 
5,198 
4,833 



$1,200 
1,200 
1,200 



$3,9^ 
4,77b 
4,300 



$2,049 
1,702 
800 



$867 
428 
741 



a/Basic and State grants are outside the conti^ol of -the ai^^ officer 
■ who# in the above ca«es, relied upon the CSS- analysis .to compute 
campus-based awards. 

b/Each system computes need independently of the others. Information 
on^jil aid that will be received by the student is not available 
when need analysis is performed. 

c/Compm:ed fay subtracting the smallest computed need from the largest. 
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Aid was awarded to these students by the Basic Grant 
ptfograin' using its need analysis, the State using its anal- . 
vsis, and the campus^based progiiams using the CSS analysis. 
The amount of aid received and the amount of unmet need varied 
significantly depending on which need analysis system was 
used. For example, student 1 received a total aw$rd of $3,975 
and would have unmet need (need less total award) of $503, 
$867, and $0 under the systems. Student 3 would have unmet 
need of $1,766, $2,507, and $1,974, depending upon which com- 
puted need was used. The process of data verification. { see 
pp. 31 to 33) is made difficult because the different systems 
require different information. . ^ 

At another school we compared the family contribution 
computed by ACT and the Basic Grant system using the same 
^3ata for 47 students. The average difference in expected 
family contribution was $325, «ith individual diffefcences 
ranging from $0 to $4,265. Most of the students m our sample 
had their family contributions (and financial needs) computed 
by two or more systems. , • ' : 

Moreover, because priorities haveT not been established 
for the types of aid to be awarded arid because aid officers 
elo not control Basic Grant awards and State grants, students 
could receive aid in excess of their need even before any 
campus-based aid. is awarded,, (See pp. 42, 45, and 46.) 

^ ■ . ■ ' « 

Potential for using only 

- one need Analysis system - , ' 

. V Several student aid advisory groups have found that pa- 
rents and students find th^ different expected family contri- 
butions confusing. Also, private. State, and^Federal systems 
vary in their use of estimated versus actual family income, 
which might result in inconsisteht treatment of students . 
from program to program. Jn addition," each student's use of 
two or more need analysis systems results 'in .duplicati^^ 
processing of data. ' 

For the 197€-77 award period, CSS and ACT collectively 
processed about 2 million need analysis forms. In addition, 
numerous analyses were processed tlirough other approved sys- 

- terns,- -including the Basic Grant system. During the same 
period, about 4 iSllion Basic Grant applications were pro- 
cessed by OB'S contractor. -Applicants .for campus-bas^d aid 

. generally pay at least $4 for processing, the need analysis. 
In some instances, the school- pays the fee, i»rocessing of 
Basic -Grant applications is paid for by Oe under^a contract 
"Which cost the Government about $5 million for the 1976-/7 
award periodT 



. >^ Several student financial aid stul^ groups have recpm- ' 
mended that a single need-^^ analysis system be used for hll the 
student aid programs, in ^he past OE .did not believe this 
action was feasible. OE off icials tol(3 us they would face 
a dilemma in adopting a single need analysis system because 
(1) if they. used ohly the Basic Grant system with its strin-, 
gent eligibility forraulasv many students now eligible for 
campus-based aid' wpuld become 'ineligible or receive signifi- 
cantly less aid and (2) if they adopted the consensus model 
(9ee p. 25), the more liberal needs assessment processes 
would increase the amount of Basic Grant funds needed. 

An OE official estimated that, based on the original - 
fiscal, year ^1979 budget request, the cost of the Basic Grant 
program would be increased by $1 billion if*the consensus 
model were used. However, provisions of the Middle Income 
Student Asaistanae Act {Public Law 95-566) passed on Novem- 
ber 1, 1-978, would make students from families earning up to 
^Z5,000 a year eligible for Basic Grants. During the period 
.coyeired by our fieldwork, the upper income limit, was. $15,000. 
This change would expand the Basic Grant program by an esti^ 
ma^d $1 billion and 3.1 million students. According to an 
08 official ,_if the program Is funded at the higher level, 
MsMg the consensus jnodel will hot significantly increase 
the^cost^ of. the_^§asic Grant program above this level. . ^ 

In August 1978 we discusse'd ttxe feasibility of using a 
single neei^ analysis for all OE' programs with the Deputy C5m- 
missioner for Student Financial Assistance. He said that, 
although increased funding of the Basic GranY program will 
greatly increase the 'systematic ^feasibility -of using -3 single 
need analysis system, some political and practical fagtors 
must tse considej^ed. TJhese- factors includes 

—The Question of who will pty for processing stu(3ents' 
a^l^catidns. " 

—The effect qn the private need analysis firms. 

I " " ■ ■- ■■' ^ ■ — ■ 

—The need t6 adjust either the Bai^ic Grapt formula or • 
consensus model formula. Although adjustments to the- 
Basic Grant formula would be made as a result of the 
increased funding levels, the increased funding would 
- not eliminate all differences between the two formulas. 
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. STUI^NTg IN S IMILAR . C IRCUMgTAljCES ^ ^ 

TREATED INC0NS3:STENa?L*yv BY SCHOOtig * ' 

* Because of the flexibility ^allovped in considering factors 
that affect the student'^ cost of- education (for example, 
books, transportation, personal -expenses) and famil-y contrir 
. bqtion (for example', fajnily size allowances and retirement 
reserves')" for the campus-based programs > the amount of aid a 
prospective stqdetit can be offered varies significantly among 
' different schools even when circumstances are similar. Each 

schQbl is free to establish students' budgets and to adjust 
. . tl)e family contril5'utJ<>h determined by the need .analysis sys- 

tem., ' • ' / * ■' ' ■ 

Budgets " \ • 

The 'two major 'determinants 9f a student's financial need 
are the cost^ of edi^atio^ ara3 the^ family contribution. The . 
Basic Grant prog.ram platje^ limits on the eligible cost of , 
education, but the campus-based programs afford participating 
institutions gi^eater flexibility in developing student budg- 
ets. For example, campus-based program regulations -define 

the cost of education as ■ , 

■ ^ • , . •. 

I'* * * 'tuitioti and fees, the amq^unts charged 
by the institution or the expenses, reasonably 
incurred for room and board, books, supplies, 
transportation, ai^ miscellaneous personal ex-' 
penses,, and expenses related to itiaintenance 
\ of a student's dependents-. ' , 

-Therefore, in Addition to having different estimates of 
.pected family contribution, the aid applicant often has 
or more estimates of the costs of education or. budgets. : ^ . . .-^ 

The campus-based programs'' regulations provide for stu- 
dene budgets which includ^^non^ducatibnal cos|s. The schools 
make inconsifetent^ allowances for similar , or identical items.- • 

mo^t schools in our sam^jle developed a series of . 
sta-ndara-^d^nt budgets, one school -accepted estimates of 
expenses lr$S^4ts students. At this .school the 1976-77 budget : 
usS for or^&'fetuS^ included $2,508 for paying bills to^ 
various department ^^es and spe<.ial.ty^ shops, an f , 
service center, a finale company, and the city. Also included 
were $600 for recreatiori\an<a^^655 for medical and dental exr 
penses. We believe that ^m^h-^ffiOowances ^re excessive and 
that limits should be placed on th8.se costs 
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. The amounts budgeted by the schools in'-0ur review f or 
items other than tuition and' fees for a dependent student 
living at home varied from $100 to $2,640^.' Although some 
variations should be expected due to cost of' living differ- 
ences among geogragShical areas and other extenuating circum- 
stances, the amounts ranged from $i,4S0 to $2,250 in one 
metropolitan. -area, where the actual/cost of several of the 
items included should' have he6n about the same- for -all -stu- 
dents. The allowed budgets for t?hr66 schools we reviewed in 
this area were; 



Standard. 
budget item 

Room and board 
Personal expenses 
Books 

Transportation 



School 1 

$ 750 
^ 400 
' 150 
150 



$1^450 



$1,02V^ 
4-^ . 

175 

\ 600 

$2,250- 



School 3 

$ 702 
>85 

200 
585 



^2,072 



The $600 transportation allowance used by school 2 was stand- 
ard for all students, evcin though bus transportation was 
available for most students at a cost of less than $1 per day, 
or about $150 per year. Th.e financial aid officer was unable 
to satisfactorily explain the basis for the $600 allowance. 
At school 3 the average round trip is about^e miles per stu- 
dent> and rto public transportation is available, 

: Another school allowed $225 for dormitory Students' 
transportation costs for two round trips to their homes. Most 
of these, students lived in the States where the school was 
located. The total cost of two round trips by bus for most 
students was less than $85. / 

The budgets of the schools reviewed included room and 
board allowances for dependent students living at home that 
ranged from $0 to $1,650. Allowances to married students at 
two schools in the same city for the support of a child were 
$1,400 and $850— a difference of $550. 



OE's allowance of, different calculations of costs of 



education for Basic Grants and the campus-based programs can 
be confusing . for s tuden t s and t i.me cbi^s urn i ng and bu rdensome 
for aid officers. Furthermore, it; is an illogical way to 
determine aid under programs administered by one agency. We 
believe OE sJ^ould issue regulations concerning elements of 
the cost of education (for example, books, fees, room- and 
board, a'nd miscellaneous expenses) that can be applied to all 
of its student aid programs. " • 



I 



Adiustments to family 'contribution , • 

At five schools in our review, financial aid officers 
i"^ - routinely made adjustments to the faiftily contrabuj;ions com- 
puted under the need analysis systems used for the campus- 
f^" .based programs. Among these. adjustments werg 

. • V . \ —changing the amount included p.n the student . contribu- 
.' ' ■ tion as summer savings and ^ , 

—revising the treatment of nontaxable ^income . 

■ During the 1976-77 award period, aid-officers at 14 of 
the 16 sghools in our sample that ^sed one of the two major 
'national heed analysis systems made adjustments to the f ainily 
/^ntribution, either routinely or in special circumstances. 
Thus, the family contribution could be computed differently 
at different schools, even though they used the same need 
analysis system. For example, two 4-year public institutions 
iDoth used the same need analysis system. One school q^enerally 
used the family -contribution figures provided by the system; 
the other routinely adjusted the faitiily contribution figures 
to reduce the expected summer savings, thus increasing the 
amount of the grant. 



Although flexibility is needed to adjust the family con- 
tribution figure to account for exte,nuating circumstances, 
at least three schools* aid officers arbitrarily adjusted 
it^ms. The reasons for these adjustments frequently were not 
documented. When questioned, aid officers could not always 
remember the reason or provide a reasonable explanation for 
the change." . * 

For example, a proprietary school purporting to use CSS'^s 
ryeed analysis system used its own forms and manually computed 
the family contribution. This school failed to collect some 
information, such as cash balances and home equity, that is _ 
needed to compute the contribution. When questioned,, the aid 
officer said there was no need to request thi^ information 
from the students because they wei^p too poor to have such as- 
ae%s ' • V 

Need "for verification of aid 
appl ica t ion in format ion 



At the 17 schools in this revifew that used the ACT', CSS, 
or modified Basic-Grant analysis systems to calculate nedd 
for campus-iDased aid, we compared the data on the appl^c^ltior 
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of the 780 atudents in our sample who receivex3 both campus- • 

based aid and Basic Grants. Thirty-four percent of these. 
- student?^ reported differences of $100 or more in data on the . 
^ two applications. For example, thjS following family iricojne ' 

was reported on the Applications of seven students at one 

school . 



Student 


Basic Grants 


CSS 


Difference 


1 


$.4,269 


$18,'925 


$14,656- 


2 


0 


8,000 


8,000 


3 . 


7,764 " 


4,404 


3,360 


4 


6,390 


8,798 


2,408 . 


■■: -5 -i 


11,000 


12,8'64 


1,864 


.6 


10,234 


9,110 


< 1,124 


7 


5,976 


J 7,068 


1,092 



Students also frequently reported differences in other data, 
including assets, expenses,* and "number of family members. 

The data differences can significantly affect the amount 
of awards. Eor example, one dependent student reported family 
ificome of $2,500 on his Basic Grant application and was 
awarded a Basic Grant of $962. His 'applicatidn for campus- 
based aid showed family income of $17,412. If this amount had 
been reported on his Basic Grant application, he would have 
been ineligible for an award. However, the school did not 
. routinely verify information reported by financial aid ap- 
plicants. 

In noting' such differences, we did not try^o determine 
which. form contained current, correct information. However, 
the frequency o^ differences between the two applications 
is significant'-,- for 34 percent of the students who file both 
appliceitions, at least one of the forms is incorrect or in- 
cludes data thSt changed after the initial form was filed.. 
Financial awards ma^e to these students were liHely to be 
'too high or too low under either the Basic Grant program or 
the campup-based programs^ 

A February 1977 study by the State of 'Wisconsin of nearly 
27,000 students who filed both Basic Grant and campus-based 
applications showed significant data differences in about 50 
■percent of the case^. The stud^ attributed these differences 
^to (1) applications being filed at different times, (2) care- 
lessness in completing the applications or misunderstandings 
about the questions, and (3) purposeful understatement. 



There is also evidence that, after submitting applica- 
tions for Basic Grants, students 'can revise, themt to increase 
the ajnoiint of the award. The financial aid director at one 
s6hooi estimated that 65 of 1,100 students who applied for 
Basic Grants later revised 'their applications. . 

" Three examples in which students revised their Basic 
Grant applications apparently in order to 'receive larger 
grants are summarized below: 

—A student reduced reported parents' income from $11,378 
to $11,000 and increased itemized deductions from $0 
. to $11,000. This resulted in changing the eligibility 
V . . indej^frora 599 to 0 and increasing the Basic Grant from 
$826 to $1,400. No attempt {such as reviewing tax re- 
turns) was made to verify the revised data. 

—A student reduced her reported income from $1,98*8 to 
$0 and reduced her reported. cash savings and checking 
account 'from $600, to $0. >This resulted in changing the 
eligibility indfexf from l,d6^to 0 and increasing 
the Basic Grant from $326 /€o ,$lr4b0'. 

— Student revised her status from, independent to de- 
.pendent, thereby causing her incbme of $1,756 not to 
-be included in the Basic Grant need analysis formula. 
- This resulted in changing the eligibility index from 
567 to 0 and increasing the Basic Grant from $825 to 
$1,400. ^ ♦ ' ' ' . - 

At anather school, a student who was' ineligible for a 
Basic Gran€* based on his first .application reduced reported 
family income from $6,995 to. $2,769. As a result, he re«%ived 
a maximum Basic Grant of $1,400, and his total aid package was 
$1,851 more than the need computed by ACT for , the campus-based 
programs. The revised income data were not verified % 

At the time of our fieldwork,- schools were not required , 
to verify data on the applications »for the Basic Grant program 
or the campus-based programs. Howeveti, 9 of the 23 schools 
visited were doing some routine verification of financial data 
used in the need analysis for the campus-based programs. This 
ranged from requesting verifying data from a sample of stu- 
dents to Intensively examliiingi'ederaltaj? returns for every 
aid applicant. . 



To more equally match the aid awarded to students with 
their actual need, data on which th^. heed analysis is based 
should be accurate. /A systematic, comprehensive system of 
•data veirif^cat ion would help to ass-urfe such ^t:curacy. 

* Some* schools in our review, as well as others not in-* 
qludedf have establishe^d such s*ystems and have i^ade studies 
which show tkat the systems are cost effective. For example, 
on'e ^school in our review, after a 1973 study showed that 
39 piercent of the aid applicants' had understated their income 
by $1,000. or more, established a requirement that all aid ap- 
plicants submit Federal income tax returns. The school's aid 
director estimated that a IQO-peroent verification of aid ap- 
plications would cost between $30,000 and $50,000 annually 
and would identify an additional family contribution of $1.3 
million each year.. According to him, all schools should re- 
quire submission of tax returns beca-use more accurate data 
.would^ result in higher family contributions, which wou^d* 
enable the schools to help more needy students. His school 
has reportedly not 'bad any major -problems in obtaining tax 
returns. 

■■' ■ •. ^, •■ ■ , . 

A similar .study in 1974 at another school showed that, 
for nearly 52 percent of the applicants, the .family contri- 
bution compute(^ for the campus-based programs would have been 
higher if the £araily contribution had been based on the data 
reported . on Federal income tix returns. For 23 percent of 
the applicants* the family contribution would have been 
greater by $250 or more. ' * 

In a report on the Basic Grant program 1/ issued after 
fieldwork on this review was initiated, we recommended that 
HEW increase and strengthen actions to verify applicant in- 
formation. HEW subistantially agreed with these recommenda- 
tions and on January 25, 1979, OE- published regulations to 
strengthen the effort to control student abuse of the Basic 
Grant program. 

Proposed regulations for the campus-based programs 
would require schools, to validate data reported by students 
.who file ah application before January 1 preceding the acp- 
'demic year for. which aid is requested. According , to an OE 
official, the validation requirement applies only to such ap- 
plicants because they use estimated data, whereas those who 
apply after January 1 can take actual income and expense data 
from earning statements and Fede;:al income ta^' forms. 



l/*'Office of Education's Basic Grant Prog.f am Can Be Improved" 
(HRD-77-91, Sept, 21, 1977), 



CONCLUSIONS 

— ^ — ■ :p 

In many cases both students and the Federal Government 
have- incurred processing costs to determine the students 
financial need. This resulted because OE allowed institu- 
tions to use different systems, for determining students 
need under the Basic Grant and campus-based financial aid 
programs. These systems produce different measures of need 
assessments for the same student and often cdhfuse students 
and parents. \ » . 

The systems reqaest different -information from students 
applying for Basic Grants and campus-based programs. This 
can make data verification more difficult for: aid officers 
^.attempting to resolve conflicting information supplied by 
applicants . • 

OE brought the following problems associated with devel- 
oping a- single need analysis system, for Basic Grants and the 
campus-based programs to our attention. 

—The question of who will pay for the processing of 
students' applications. 

. \ The effect on the private need analysis firms. 

. * ■ ' , ■ ^ ■ ' ♦ . 

r-The need to adjust either the Basic Grant or con- 
sensus model*^^Kffi|>las . 

Because student a i^«^f^ants are ge^nerally encouraged to 
apply for Basic Gr^lpfe is already paying for a need 
analysis for most of^'Se students who would use the single 
need analysis. For stbdents who would not now receive an 
OE-financed need analysis, we believe the per-student cost 
would not be a, significant burden on either OE or the student. 

Although we recognize that using a single need analysis 
may adversely affect some need analysis' firms and will require 
an adjustment in on^ of the forjnulas, we believe the effort 
is justified in terms ^f reducing (1) du^Jlication of effort, 
(2) parental and student confusion, and (3) inconsistent 
treatment of students in similar circumstances. 

The cost of education varies signif idantly among post- 
secondary institutions. OE's established criteria for deter- 
mining costs of education for the Basic Grant and the campus- 
based programs allow different cost calculations and con- 
siderations. Basic Grant criteria are quite specific, whereas 

3 5 ■ . 



those for the other programs are more flexible. Consequently, 
the same appiioiint often has two (or more) estim^es of the 
costs of education or budgets. The flexibility allowed in- 
stitutions in establishing student budgets for the cost of 
'attendance and in* modifying the results of need analyses can 
be beneficial? however/ it can also result in inconsistent 
treatment of students . in similar situations at different 
schools'. ■ 

The data verification procedure in the Basic Grant 
regulations shoyld improve the accuracy of the data used in 
determining eligibility for and amounts of Basic Griints. 
Proposed regulations for the campus-based programs, by 
requiring verifrcation of applications submitted before 
January 1 preceding the academic year for which aid is re- 
quested, should improve the accuracy of student- and parent- 
supplied data submitted by some campus-based aid applicants. 
Most applications for campus-based aid, however, are sub- ._ 
mitted after. Januairy 1. The absence of a requirement for 
dat^#verif ication of these applications might result in 
awards being made on the, basis of incorrect or outdated data. 

RECOMMENBATIONS TQ THE SECRETARY OF HJSW ' ' ^ 

We recommend that the Secretary direct the Coraroissibner 
of Education to: 

— Implement a single need analysis system that will (1) 
use bne aid apiplication, (2) compute one family con- 
tribution figure, and (3) determine one financial 

need figure for each student. , f 

' ■ ■■ , ■- ' . ' ■ ■ ' ■ ■ . ' . ^- 

— Establish more specific criteria for 'allowable stu- 
dents* living and miscellaneous expenses and make such 
criteria consistent for and applicable to Basic Grants 
and th^ campus-based programs. 

'—Require student- and patent-supplied data verification 
for the campus-based aid programs regardless of when 

' the application is filed. This verification ^should be 
made. by financial aid officers before awards are made. 

COMMENTS OF OFFICE OF EDUCATION 
OFFICIALS AND OUR EVALUATIQM . 

Office of Education officials concurred in the concept 
of a single need analysis system. They said the following 
steps are being or will be taken toward implementing such 
such a system: 

■ - ■ . • ■ - ' J' ■ ■ 
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—In preparing for the 1979-80 reauthorization 6f the 
Higher Education Act, HEW is developing legislative 
proposals that will address our recommendation. .Ideas 
being considered include a single form and a system 

< to calculate a need figute for all Federal; need-based 
student aid programs. Another issue be iiig explored ^ 
is the formation of an outside group ircr~-d4«^elop an. 
annual family contribution formula., which would be 
submitted to the Secretary of HEW for approval. 

rConcurrent with the development of the reauthorization, 
proposals, OE is developing a sintjle. application for 
the 1980-81 academic year, and is working with private i 
• ' need analysis firms and States to encourage them to 
adopt it as* well. Some ideas being explored include 

(1) having students submit W-2'T^6^ actual tax forms 
rather than providing information from those documents, 

(2) having short and long forms similar to Internal 
Revenue Service forms, and C3)- develCping programmed 
applications with built-in instructions. This process 
is underway, and a final form should be ready by the 

•V late summer of 1979. . 

,0E officials agreed in part with our recommendation to 
establish more specific criteria for allowable students V liv- 
ing and miscellaneous expenses and to make such criteria con- 
sistent for and applicable to Basic Grants and the campus- 
based programs. They' said that one, of the proposals being 
considered in the reauthorization deals with the problem of 
inconsistencies among iiisti tut ions in determining off-campus 
living, allowances and reasonable amounts of miscellaneous 
expenses in est^ablishing student budgets for the campus-based 
programs.' Si^ce the campus-iDased programs are intended to 
give institutions the flexibility to take into consideration 
different student situations, OE officials believed that set- 
ting absolute cost criteria and levels for ^llowances was not 
appropriate. 




One approach being considered by OE i^to set up uniform 
procedures for determining these, costs irrthe_ can\pus-based 
programs. These procedures would be designed to take into 
account varying costs of living, thus enhancing schools' 
ability to deal with differences in individual student situa- 
tions, - Schools iiot using these procedures would be reqiuired 
to use national averages developed by OE. 

• In- contrast to the proce(/ures being considered for the 
campus-based programs, pE officials told us that the Basic 



Grant prog ram is a nationwide formulae-based program which 
cioes not allow for adjastments to reflect different student 

. situations. Uniform, cons^istently applied criteria govern 
thfe awarding of Basic Grants. Therefore, OE off icials .said 
;.that the use of standard coat elements and allowances is ap- 
propriate. Sinpe the 1974-75 academic year, eligible off- 

' campus stu<?ents have been entitled to ffiaximura allowarjces of 
, $1,100 ;f or off-campus living costs and $400 for miscellaneops 
expenses. Because of the different requir'eiagjKs of the iasic 
Grant .and campus-based progfains, OE of f icials believe that 

^^-imving ••the same -of f- campus allowances would be inconsistent 
with the purposes of thege programs. . m 

As mentioned, we agree . that the." flex ibiijity to take' into* 
consideration different student situations which exists in 
the campus-based programs is. desirable. Howfever « our recom- 
mendation is intended to curtail the types of .situations dis-' 
cussed on pag^ 29 arid 30 wherein (1) stud.en|s were allowed 
to include what we consider unreasonable expenses in their 
cost of Education budgets and |2) schools did not adjust ' 
budgets to reflect the fact that some students might not ' 
incur costs whAch the schgols calculated by using a standard ' 
allowance. . 

■ ■ We also believe that students in similar financial situa- 
tions should be treated alike. Under present OH procedures 
this does not always happen because different, schools' finan- 
cial aid officers use diff erent^policies. Therefore, we be- 
lieve that pE should establish more specific criteria for " 
maximum amounts '^nd allowable types of miscellaneous and liv- 
ing expenses and that 'these allowances should be* applicable 
to both Basic Grants and the cam'pus'-based programs. If^ as 
OE pfficiais have stated (see pp. 36 and 37 i, they are ex- /. 
ploring a single need analysis, form and a system to calculate 
one need figure applicable to all Federal need-based student 
aid programs, we believe that permitting different allowances 
fpr the Basic Grants and campus-based prograijis for miscel- 
laneous and living expenses is unrealistic. 

if ^ » ■■ .. ' . • ' 
Since' academic year 1974-75, under the Basic Grant pro^ 
gram OE has allowed up to $1,100 as an of f-'campus- living 
. allowance and iip to $400 for miscellaneous, expenses . ^ese 
amounts, established in OE regulations, are subject to change 
>^ the Cpmmissio^^ -we believe that allowances 

for such expenses under the Basic Grants ar^a campus-based 
programs could be changed to more accurately reflect realistic 
allowances for such expenses which . could (1) maintain the 
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existing flexibility in the campus-based programs and ^ . 
*(2) treat students in similar circumstances more equitably 
by curtailing the unreasonable allowances that some schools 
have charged to Federal programs. * * 

OE officials concurred in our recommendation to require 
student- and parent-supplied data verification . for the campus- 
based aid programs. These officials believed that to some 
extent this process will begin in the 1979-80 academic. year, 
when the regulations dealing with institutional standards 
for administrative capability and fiscal responsibility become 
effective. These regulations 4:eqi3ri*^nsti tut ions to have a - 
sysiem to ensure the consistency of all documents related to 
a student's eligibility for aid.- According to OE official^ 
this requirement, coupled with the validation requirements 
in the Basic Grant Program^ will identify the kinds of prob- 
lems discussed in our report. . 

• . ■ • 

In addition, OE is planning to develop procedures ,for 
more^iqorous validation of students receiving campus-based 
aid wh^ ao not apply for Basid*Grant funds. However, since 
the sSsic Orant population wiZl expand as more middle, income 
students become eligible for such. aid, <iE officials stated 
that they will have to study this further beforft finalizing 
their procedures. ^ 




CHAPTER 4 '■ 

INCONSISTENT DISTRIBUTION OF AID * • 

"to students , ■■■ • V 

^ OE's student .aid programs are helping many needy students 
get a postsecondary education. However, aid. packaging poli- 
cies -an-a procedures have resulted in unequal and inconsistent 
treatment of aid applicants. 
^ ' ■ ' . ' ' ' ' ' • ■ , , 

Under the campus-based programs, award amounts are deter-' 
mined by financial aid officers at postsecondary schools. 
These aid officers are responsible for helping students meet 
the cost of education with the resources available to the 
school, such as various types of grants, scholarships, loans, 
and work-study funds available jErora Federal, State, prfvate, 
and institutional sources. . ■ 

■ ■ 1^ 

Schools V policies and procedures for packaging financial 
aid have resulted in somfe students receiving more aid than 
they need, \while others are left with large unmet needs. 
Also* students witi? the greatest need do not always get the 
most aid. Some students' needs are raet entirely by grants, 
while others* are met mostly with work-study or loans (re- 
ferred to as "self-help" aid) . If low-income students, receive 
small grants and large amounts of self-help aid, they can be 
burdened with excessive payback requirements in the case of 
loans and long hour^ of 'work in the case of work-gtudy com- 
mitments. 

.: • .:. ■ • : 

Some students have received duplicate payments for educaf^ 
tiOn expenses because aid officers have not considered all 
available sources of assistance. ' « 

This chapter addresses the inconsistencies in distri- 
buting aid to needy students; In demonstrating these incon- * 
sistencies we have relied on the finanoial need figures used 
by the financial aid officers at the -schools in the review. 
In previous chapters we have pointed out that the need figures 
may be inflated or otherwise be questionable. Therefore, the 
amounts of financial need, unmet need, and overaWards used' 
in this chaptertre intended to illustrate the nature of ^he 
problem, rather than precisely measure its extent. 

OVERAWARDS AND UNMET NEED 

Of the 1,669 students In our. review, 1,140 received aid 
from one or more of the campus-based programs. In these 
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cases, the caittpus financial aid of fdce'r i^ad some control over 
the tot^i aigount of aid received. The other 529 students 
receirved aid from Basic Grant, Guaranteed Loans, and State 
and private sources', wHich were not under the aid .officer s 
-control,! • . * ' , . 

Campus-based aid recipients 

Most of the 1,^40 si:udents in our sample who received ^ 
campus-based aid also received aid from other^ources. 
Nevertheless, most of these students did not deceive enough 
•aid to meet their need » as computed b^^.the need analysis 
system used for "the campus-based ^rog/ams-. „ 

At 22 of thd 23 schoo"ls., 818 students had unmet need 
averaging about $711; The avei?age unmet need by school 
ranged from $143 to $1^717 per student- One reasoh for 
students' unmet need was that the.schodls did not have enough ^ 
aid to fully meet the needs of all students. Another reason 
was that some students refused Xo accept loans .or College 
Work-Study. Some of the 529 students who received aid from 
Basic GrantriT^Guaranteed Loans, and pother 'sources were eli- 
gible for campus-based aid? however, they did not apply for • 
such aid even though their aid files indicated unmet need, 

At one school, student aid packages did not show unmet 
• need because the. school ^awarded entyfigh College Work-Study to 
fill any unmet need after other aid had been packaged. In 
some cases, however, the aid packages reflected unrealistic 
situations because the students could ^not reasonably be ex- 
pected to work the number of hours req^uired to earn the amount 
. awarded . . ■■''-'/■ ,v:; v' . " • ■ 

At 19 of the schools, 238 students had received an aver- 
aq^^of $192 in excess of their n6ed. Av.erage overawirds by 
school ranged from $20 to $655. ^gblations for the campus- 
based programs permit certain loan^ade under the" Guaranteed 
Student Loan program to satisfy the ^pected family contribu- 
tion. In computing c^erawardl we did not confider loans as 
a source of aid when they were used for this purp^^. 

The primary reasons for the ov^ravjards, according to 
campus financial aid officers, were that: 

. —Students may have bailed to report certain resources," 
such as aid from the Veterans Admihiateation, the 
Social Security Administration, xir other^ources. 



. . --students obtained loans under the Guaranteed Student 
> Loan program which exceeded the family contribution 

. . without the aid off icers • knowledge, or after a J£ull 

package of other aid Had been awarded. v 

■ . • : ^ ■ . . ■' . • ■ \ . . 

'''r •• •-^students raay^ave brought a Basic Grant student 
eligibility report, entitling them to a grant, 
after a full aid package had been awarded, and 
le aid oflicer did not adjust- the' aid package.' 




""isSlfiothsx explanation for the pverawards is that schools 
have^afiopted different packaging philosophies because OE, 
has 'hot issued any guidelines* for packaging aid when various 
sources are involved. . 



I ■ , We believe that ^the aid off icer has a responsibility 
♦to adjust campus-based awards, when possible, to prevent in- 
.dividual students from receiving more aid than they need.. 
■ Current campua-Jbased progrjaiu regulations permit overawards 
of up to $200. {'See fOQ.tnote, p. '46.) * 

We do not believe that, overawar'ds are- j.ustif ied, espe- 
cially when many students have unmet needs. ' kil 19 of the ' 
schools wil^h students receiving overawards also had students 
. with unmet need'. For example', at one school, 21 students 
received an average of $327 more than they needed while 25 
othets had unmet needs /averaging $642. At another school, 
30 students received overawards averaging $501, while 104 
others had unmet needs. averaging $924. . ' • 

The aggregates unmet need of the studerlts in our total 
fifafnple at the .23 schools was more than 10 times the amount 
of ^he aggregate overawards. Interestingly, most of the 
students with unmet need w^re able, to remain in school . 

Basic Grant recipients I 

Of the 529 students in our sample whb did not receive 
campus-based aid but did receive Basic Grbnts and other aid 
'not under thp control of the financial aid officer, 76 M6 

^nover^wards. Fifty of the, overawards could have been 'elimi- 
nated if the schools had authority to reddce the Basic Grant 
entitlement. When such aid packages are iinvolved, OE and 

-the financial aid community need to establish an order in 
which sources of aid can be eliminated from students* finan- 
cial aid packages so that aid does not exceed need. 



NEEDIEST STUDE'NTS ARE NOT \" , 

ALWAYS. AWARDED MOST AID ? ^ 

• Students with the greatest financial :need often do no^ 
receive the most ^id. For example, at a proprietary school, 
students had average financial need of $3,384 and average . 
awards of $1,721. Students-at a 4-year pufclfec school had _ 
average- financial need of $2,780 and average awards of $2,167. 
■At a 2-year public school, students had average financial 
need of $2,170 arid average awards of $1/226. 

■ - Although each of the campus^ased programs has est^b- , 
lished criteria for maximum awards, no overall criteria "Bx- 
ist for packaging a given student ' s' aid from the various 
av^lLble" sources. -AS a result, pacl^aging philosophies have 
varied at different sbhodls. Some schools limit aid to a 
certain percentage of a 'student 's^needs , While others have 
aid rbeilings" ' that limit the aid given to an individual 
student, regardless of need. 

Striking examples of the latter are provided by some of 
; the proprietary s<:^oolS. The policy at thr^e^of the five, 
proprietary schools 4n -pur review was to limit aid to tne 
amount of tuition" and .fees charged. This can result in 
substantial '^unmet financial ne^d. for, students who have to - 
pay for transportation, room and board, and other education-- . 

_ related ^costs.. V ' • 

Students at these three schools, had unmet. need averaging 

' about $1,451. From 28 to 50 percent of the students 
samples at these schools had either terminated or suspenaad, 
their course of^s before completion. At the school with 
the highest percentage of dtfopouts, (50 .percent) , f inancial 
aid ^iles indicated that 7 of IS students m our sample 
dropped out for financial reasons- , 

School. officials told us that, in their experience, . 

, 35 percjent of students wha do not receive financial aid drop 
out. However, among financial aid ^e«?=iPi^"^J ."^Ll;^^ 
ceive enough aid to meet their financial needs Al*e dropout 
rate is much higher- -According, to the of f icials J among a 
sample of 106 financial aid recipients enrolled from^Feb- 

" ruary to April 1976,. there were .7,3 dropouts, 39 of whom 
dropped out dud to unm6t financial need. ^The- other 34 gave 
other reasons or no reason for dropping but.,- ^ 

It is not clear ^v/h^her the schools that limit students' 
aid to amount* returned to th^ school for tuition and fees 



55 



do so because of profit m6tive;or be.caase they lack funds to 
.provide Biore aid. By iimit\ng aid to tuitidii and fee charges 
howeverV" they .are' co!\tri,t>,uting to the -incdhsiatfent treatment- 
of students in similar circumstances,' • ' 

■ ■■:/ -■ :V:,'; ■ • ; -' . - - ; 

INCONS I STENT DI^TRIBU?! ON 0? . • „ " ' . ' ■ ' ' S ■ 

GRANTS , hOmS r AND CQLt^SGS . ■ • { 

WORK-STUDY AMQNG . STUDENTS ^^ •' - " ; ' ■ ^ ' J'-'"'.,--- - 

Schools ip our review d^id ngt distribute, grant and self- 
help (work-study 'and loan) funds consistent;Ly among studefits. 
Whil-e some students were awarded aid paelcageq which' inet their 

, entire need with grants # others in "similar ecbndmic^itua- '• 
tioas were awarded only loans or .College Work-Study. , In some 
instances, the grants^ (f<3r example, Basic Grants or 'State - 
grants) were: outside the fcontrol of the aid officer." How- 

. -i" other - cases , the. awards included Supplemental Gj^ants 

awarded by the aid officer* ; If' loWTincome students ^it^ hi-gh 
need must r^ly entirely on self-help^ they ftay lSe UUrdened " 
with an unread istic number-of work hours and lai^ge loans, • 
The' following examples from three schools i^l^^^^ the 
inconsistent disttibution Of -grants ^nd self-help: aid -to : 
students in similar sit uat^ioh^. ;, ^ ■ 

■■ . , ■ ■ ■ ' ■ ^, ■ . •• , ■ • , , 

V , , - .. .^ Unrt'^t: need 

, ',' /: Aid awarded "'- '""'or over-' 

School Student . Need Grants " Self-help - award {-. ) 

A. "' '.'V:- Ir' ' $2,1.00; -'^^^ :. -98..".'- 

;?.■,.',;,'. ,:,;2;;UiO -^.^../o;: ,1^200::.... ^ -■,_.;,9oo''::~'..:-^,' 

C : • ' 1; : :,3Ve30 ■ .2,576 . IVebd ^-546 

-.2 .3,375 . .900 1,000 1,475 v 

At each school, the ^id package of student V included 
Supplemehtal.,Graht funds awarded by. the aid officer. -A more 
consistent distribution of self-help and grant aid would have 
.helped achieve a more equal treatment of students in similar 
circumstance-s;,- ■ ; 



Equity- packaging . 

^In a June 1975 report, the National Task Force on Stu- 
dent' Aid Problems l^r^^^^^ Keppel Task Force) 1/ 
redommended a concept called "equity. packaging . ' The con- ^ ■ 
c^pt suggests'br^ihging each aid recipi^t to a predetermined , 
equity lWfel> composed of family contribution and grants, 
before mstrihuting loans and work^stqdy. The concept is 
based »on two premises; 

■ —That students with :ies6er resources from parents and ; 
v ■ other sources that do not require employment or • 
ix>rb3wing ha^ a greater claim on scholarships and 
, •.. " grahts than sRi'dehts who have greater resources avail-%» 
; 'able/'f rain^s^ch■■ source'Sv - < . ■ 

--That scholarships and grants should be distributed 

so as to equalize opportuhit^ than to perpetuate 

, , :, existing inequities caused by birth. or inequitable. . 
'v''''raccess -tb' other, resources i ■. " 
.. " . ; ' '•. . ^' ■ .^L . ' ' . ' ■ \ .... . ■ - . . .' 

VaH'at ions of th6 KeppeX equity packag ing model have been 
^ developed by schools and a need- a One sets the, 

equity level as 'a percentage of. bud<^et instead of the fixed 

• dollar amount of the Keppel model*: The other is alsq^as^d 

' on percentage' of bu<^get but -irequires a minimum dollar amount 
of self-help before any , other aid i^ awarded . A packaging 

• concept similar : to .thes4 might.-help alleviate some ofNthe 

' inCQnsxstent treatment of ' students in similar .circumstances. 

NEED -to; IDENTXr^ OTi^ER AI^^ ■. - , ^ . ' • * 

^ ' Students,- may .receive aid from various sources^ other than.: 
OE.' These sources include the .Veterans Administration, the 
•SodiaX SecUrity^iininistratiOn, welfare agencies, the Bureau 
^of Indian AffaiiPlfcnd others., Regulations for the campus- 
^ased programs require institutions to appoint an official 
" to' coordinate xOE student aid programs with other Federal and 
non-Federal student aid programs. - The regulations, which 
establish criteria Sor a student's, total award, state that.s 



1/This task force r representing more than 26 educational 
" associations arid organizations, was. fotitted in May 1974 
to study the p?:oblems of student aid delivery sj^stejus. 



V . "AnNinstitution may not award assistance 

under this part in an amount which, when ' .* 
combined with the other resources made 
. avaiiabXe to*"the student from Federal and - 

non-Federal sources, exceeds the student's 
financial need. * * *" 1/ r 

The regulations -define "^resources made available to the , 
student from Federai' and non-Federal sources" as follows: 

- is. not limited to, 

the ajMOiint o^ f unds a studen 
.'tb receive raider the! grants program • , , 

.* * * any waiver of tpitioh and f^es, any 
SQhdlarsh.ip or grant-in-^aid 
piemental grants and athletic scholarships, 
* 'any, fellowships * * *, any, loan made under 
: thf guaranteed student Id 
' V.any long , teriii loan loai^ief by the^ Ins t i tut ion 
. ' Mother' than under the guat^ 

.. ^Ipan program an^. any net earnings * * ' ^ 

/ "^However> 'stu their need 

analysis applications, "whether , the omissions are intentional. 
^ or::caused . by oversight or miisundaf standing, the result c'an 
. be ^uplidate awards of Federal ..anfi State funds and, in some 
cases, qvefpayfflents since ;aid bf-ricers are not aware of the 
other aid sources. * / 




; " ; "<3id;,^hQt ' review the regu^ agencies' that 

'■■ administer student assistance^pJ •ograms'tb determine whether 
•they' have a requirement sim.iiar |to Ot\B foii^ao of ficial to 
..cobrdihate ;the; varib^ aid. Hbwever, we believe the 

dffice b^ Management . ian^ Budget should require all. Federal 
agencies, that j>rovide student financial aid to implement prb- 
cedurestb inform financial aid officers of assistance f 
provided to each student. 



1^/This provision prohibits overawards, but regulai:ions^^ 
rr provide, that any award which does not exceed the complited 
Tie'ed by more thahAw$200 is not to be cohsidered' an. over- 
award, _ , . ^ ; ■ 



• In a report tb the Secretary of HEW on the National . • 
Direct Student- Loan Program; 1/ we pointed out that some v 
students did not always report all aid resources, such as 
veterans benefits. HEW concurred in our recommendation that . 
it instruct ai^ officers to coordinate the various types of 
aid students receive. According to an OE official, institu-. 
tions involved in OE's student assistance prtsgrams will re- 
ceive a summary of our report, and OE will reemphasize the 
need for^.aid officers to seek information from other campus 
officers about resources other than campus-based aid. 

* 

During fiscal year 19.77 VA educational assistance pro- 
grams provided about $2.8 billion in financial ai*d^ to veter- 
ans and their eligible dependents for school and living ex- 
penses. Four different kinds of payments can be made on-be- 
half .of or to a student. Unlike OE aid, 'these benefits are 
not need based . , ^ 

'in this review we identified 70, students among our sample 
of 1,669 who were receiving VA benefits that had not been re- 
ported on oi>e "or more of^ their need analysis applications. 
As;-a, re'sult; some of these students were erroneously awarded 
Basic Grant or -campus-based aid or received too much aid under 
these programs. Most major Federal sources of financial aid 
to stiiaents, including VA, require schools to certify students 
attendance. Financial aid officers. we contacted were not 
always' checking the. names of students receiving VA benefits 
against their recQrds of financial aj,d recipients. 

.,Tpr those, students "ide^ntified as receiving VA benefits ' 
that had "not be ejn reported oh their need analysis .applica- 
tions,' we asked :the financial 4id rtfficers to investigate and 
take appropriate corrective action. At the completion of our 
■fieldwork, one school had te:rminated financial aid payments 
totaling $16,000 to r4 such students, and another had begun 
action to collect overpaynj/ents totaling over $3, 200 to 2 stu- 
dent.s . , ■ ■ ■ 

The Social Security Administration has described the 
intent of its Old Age and Survivors, and Disability Insurance 
'. trust funds as providing benef it income , to 'replace the, earned 
^ incopi.e" lost when the worker die^, becomes^isabled, or retires 



l/"The National Direct Student i.oan Prograni^-Re^^ires^More 
• " Attention by the Office of Education •ana^Partici^paring 
.'■ Institutions'' {HRD- 77-109, June 27, 1977). 



The agency does nq^t classify student benefits as education 
assistance, but considers them to l^e a component of family 
income. They ari paid >fco 18- to 2vyear-e>ld full-time stu- 
dents, in^recognition of Nth^ir continuing family-membership. 
However, according^ tio a Oongression^ Budget Office study 1/ 
this distinction between family^^trncome and educational as- 
sistance ^ . • 

• • ' .• ■ '. ■ ■ ■ ■■ '■ ■ ' . , « 

^ »* * * j^Qt observed by the Office of ' ♦ 
Management and Budget, which uneq^ui vocally 
characterizes the * *" * [educational] bene- 
fit as a "student grant, ' nor was * * * 
•{this distinction] drawn by the Congress 
■ when it legislated social security student 
benefits in 1965." . ' . 



•iThe social security student benefit 
formula produced results that -are incon- 
sistent with, the -usually stated purpose of 
the. federal §ole in student aid — that is, 
to try to ensure that* financial barriers will 
not keep young people from pursuing post- 
secondary education. The operative effect of 
the formula is that thpse with the least 
family resources receive the least help, 
while those with the most resources are given 
th*e most help," 



"Postsecondary .student grant program? 
like BEOG [&asic Grants], and Supplementary Edu- 
; cational Opportunity Grants (,SEOG) also differ 
■from social security in that they are needs 
tested. Consequently, they take into account 
the re'sources a student may have in the form of 
social security benefits. But none fully off- 
sets the social security benefit against the 
...needs-tested benefit, with the' result that 
■''.families identica:^ in size and income, one with 
and one Without social security, receive dif- 



-ferent total amounts- oy6- student aid on top of 
that incQjne. 




l/**Social Security Benefits for Students," May 1977. 
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"Overlap^ in stu<jlen,t benefits among 
social security, civil service, VA and s'iroilar 
ptograms are npt the consequence of any arti- 
i . • cuiated federal policy or f inding of special 
need. .While it seeins likely that some students 
are receiving duplicative (or triplicative) 
', federal awards thfiit in the aggregate exceed ^ 
their, costs of attendance^ there are no data » 
on which to base an estimate of the frequency 
of such cases** 

The Congressional Budget Office study states that some 
students and their families tend to count the student's 
cheick as part of the family's resources. Hbwever, the Of- 
fice of Management and Budget characterizes the benefits 
as a "student grant." 

We noted that "students also ibften did not report as a 
resource the\^ucat ion benefits received from the Social 
Security Adrainistration» Of the 1,669 students in our sample, 
166 were receiving such benefits, according to Social Security 
records.. For 7 of the 166, the information necessary to de- 
.termine whether benefits had been cotrectly reported on need 
analysis applications was not available. Of the other 159, 43 
(27 percent) had either omitted or underreported the Social 
Security benefit^. As a result, needs were ihcorrectly com- 
puted, and these students may have received aid that they 
shouldb not have received or received awards *fexceedihg their 
heed. v. 

If VA and Social Security benefits were specifically 
mentioned as aid sources in OE's regulations { see p. 46) , the 
problem «^ aid officers'', failing to check other campus, offices 
regarding' such aid might be reduced. ^ 

- ■ ^ • ■ 

in July 1978, after the completion of our fieldwork, OE 
announced plans to ^develop a three-point progranj. to ensure'' 
that no recipient of Federal financial ' aid receives more than 
100 pei*ceht of the actual cost of education. OE plans to 

' —work with involved agencies to develop an overall 
policy for dealing with benefits for all programs; 

_ . ; , ' ^ ■ . : . ■ ^, .. . . ■ • ., 

-—contact: states 'and institutions to work out ways to 
integrate and. coordina.te institutional, State, and 
Federal aid? and 



— 'Work with higher education institut^ions to improve the 
status and quality of student financial aid officers' 

work. ■ s ■ r' " 

QUESTIONS HAVE. ARISEN OVER THE CONTINUED 
NEED FOR SOCIAL SECURITY EDUCATION 'BENEFITS 

Former President Ford recommended the elimination of 
social security benefits to students as a way of reducing the 
social security system*s financing problems. Most of the 
current need^based Federal student grant programs did not 
exist when social s^urity education benefits were enacted in 
1965. The 95th Congress -authorized an increase in total fund«- 
ing for several of thepresent student assistance programs. 
It also considered (1) bills to allow tuition tax credits to 
parents with children in college and {2) other measures to 
brirt^ tax relief to families with children in college. Pro-, 
ponents for continuing social security educational benefits 
claim that eliminating or even reducing these benefits would 
deny significant assistance to one of the neediest segments 
of the |)opulation and diminisl^ the capacity of Federal aid 
programs to meet these students' needs. ' . 

An argument, presented /in the Congressional Budget Off iqe 
study, for phasing out the program is that this is a necessary 
step in moving toward a ccMnprehensive, nonduplicative Federal ' 
program to help those needing ^financial assistance. In testi- 
mony on February 8, 1979, before the Subcommittee on Oversight, 
Housfe Committee on Ways and Means, we concluded, based- on our 
fieldwork involving Social Security student benefits, that a 
phaseout of such payments ip postsecondary students was war- 
ranted. \^ 

' . ■ - ■ ■. , . ' ' . 

CQNCLUSIOIjS 

The 1972 Higher Education Amendments' intent*that OE 
student assistance programs ^id the neediest students and 
provide equal treatmer^t for students in similar circum- 
_sM*)ces is "not ^Iways achieved. The ^neediest students 
^^^Qetimes do not get the most aid. Also,. the amount and 
type of aid (grants versus s*elf-help) received by students 
in similar circumstanGes vary among schools. OE needs to 
issue' guidelines for packagin^^ aid...that require more uni- 
form treatment of students in similar" circumstances. The 
Keppel Task Force recommended "equity packaging" as one 
method* of providing more consistent treatment of' students . 



,...OE regulations .require that financial aid officers 
coordinate campqs-based programs with all other Federal and 
non-Federal student assistance so that the total aid package 
does not exceed the student's need. However, because campus ^ 
financial aid officers are sometiiiies unaware* Qf aid from . 
other than OE sources, students can receive duplicate or 
triplicate payments. OE recently announced plans to develop 
a program to prevent such overpayments. • 

RECOMMENDATIONS TO THE SECRETARY OF HEW 

We^. recommend that the Secretary direct the Commissioner 
of Education to; 

—Establish aid packaging guidelines that will require 
the total aid packages of students in similar circum- 
stances to have similar mixtures . of grant and self-- 
' . help aid . 

.—Promptly implement plans to integrate and coordinate 
Federal and non-Federal student aid programs and 
emphasize the need for financial' aid officers to check 
all available sources of aid' to determine if recipients 
of campus-based aid are receiving ..aid from other 
sources. 

— Proceed with |/lans to develop a program to ensure that 
recipients' federal financial aid does nob exceed their 
; educational yCdsts. 

COMMENTS OF OFFIc/ OF. EDUCATION OFFICIALS 

OE Official^ agreed with the thrust of our recommendation 
to establish ai(A»ackaging guidelines that wi^l require the 
total aid pack^gelvbf students in similar circumstances to _ 
have similar mlxtuVes of grant, and self-help aid . They said 
that, in prepglratidfl for the 1979-80 reauthorization proposals 
aid pac}«aging guidelines are being considered. 

' OE officials also concurred in our recommendation to 
promptly implement plans to integrate ahd coordinate Federal 
and non-Federal student aid programs and emphasize the need, 
for financial aid officers to check all available sources of 
aid to determine whether recipients of campus-ba^ed aid are 
receiving aid from other sources. The officials said OE is 
developing a plan to identify sources of Federal and non- 
Federal aid . . • . 



' The magnitude of the problem of overawardi/fg will be 
determined^ and use<^ as a basis for working with "other agencies 
to coordinate financial aid programs. In the ^1979-80 academic' 
year, Basic Grant applicants will be matched ^-gainst Social 
Security Adrainistratio'n files to ensure that social security 
educational benefits are reported. Students who do not re- 
port correctly wil^ be rejected. If they provide .additional 
information which is, different than that reported by the ^ • 
Social Security Administration, they will be selected for 
validation. OE 'officials said that the expanded Basic Grant 
po^^lation expected in 1979-80 will, mean that almost all 
campus-based recipients will be covered in this process, * 

According to QE officials, negotiations are underway 
with VA to_conduct similar matches. Also, in- preparation • 
for the 1979-80 reauthorization proposals, OE is ^considering 
requiring States receiving funds through the State Student 
Incentive Grant Program to take Basic^ Grants into account- 
when they mak^ their awards. ^ ^ 

In additior)# OE plans to emphasize through the publica- 
tions available to it the need for financial aid officers and 
ins|^itution presidents %o coordinate the awarding of financial 
to prevent oyerawardiAg , Program reviews will monitor the 
ee. to which this coordination takes place. 

OE officials said that their agency is developing a plan 
to implement our recommendation to develop a program to,^ ensure 
that Federal aid received by recipients does not^^xceed their 
-cost of education.^ This plan will_ identify ste|>s needed to 
achieve this goal and will be fdrwarded to the Secretary by 
April 30, 1979, for consideration at the departmental level. 

RECOMMENDATION TO THE DIRECTOR, " . 

OFFICE OF MANAGEMENT A^^D BUDGET 




assist OE in its coordinatibft efforts, the Director/ 
Office of Managerfient and Budget, should require all agencies 
using Fe^de'ral funds .for' educatipn'^related assistance to iri^ 
elude, .in. their regulations a.^.t^^ the. names of 

students\ and the; amounts 6f student financial aid provided 
to. them pe giveri to schools' financial aid offices for con-- 
sideration in developing students 1 total aid packages. 



OFFICE! OF. MANAGEMENT AND BUDGET COMMENTS . ' ^ 

The Office of Management and "Budget said' that it shared 
our concern for assuri^ng efficient distribution of student 
financial aid and that it was studying the problem to which 
our recommendation is addressed as it developed its proposals 
for the reauthorization^of student financial aid programs. 
In particular, the Office of Management and Budget is studying 
means to improve the coordinaikion of financial aid, including 
means of providing aid of'ficers with more information about 
the assistance students are receiving. \ 

The Office, said that it wou^d advise us of the conclu-^- 
sion reached . / 
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CHAPTER 5 



" NEED TO FURTHER DEF INE CRITERIA • ' 

■ — — ' — ■ ■ — , • ^ ■ — . >■ 

FOR SATISFACTORY ACADEMIC STANDING 

Section 132 of the Education Amendments of 1976 (20 
U.S.C. 1088f(e)) states^that: 

. . "Any student assistance received by a student 
under this -title shall entitle aihe student 
receiving it to payments only if that student 
is ^maintaining satisfactory progress in the 
course of study he is pursuing, according to 
the standards and practices of the institution 
at which the st^udent is ih attendance*, * * 

We believe that the statute's lack of specific criteria 
enab3.es .students to continue receiving aid while making ^ 
questionable academic progress. 

Schools are allowed to set their own standards for 
Academic progress.; Some schools have adequate standards ajid 
enforce them, but others -do not,' As a result, students have 
received aid payments for extended periods aiichough they had 
made little or no progress toward a degree or coraple'^tion of 
their course of study, 1/ > 

At the beginning of this review, 10 of the 23 schools 
in' our sample did not have what we considered reasonable 
standards for academic progress or were not enforcing their 
^standards. . 

No standard (note a) x 2 

■ Questionable or inadequate sffandard 3 
Standard not enforced (note a) 5. 

Tot^l . , .10 

a/Standards established or enforced after we began our field- 
work, . . 



1/We have previously discussed the need for better defined 
standards of academic .progress in our report, "What As- 
surance. Does Office of Education's Eligiblity Process 
Provide?" (HRD-78-120, Jan. 17, 1979). 

. '. ■ ■ ■ ■ ■ ■ \ - 
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' :At- two other schools, we w^re unabl^l tq ^v^l^^ the 
tadequacy of the standards because records Iwe^^t^^ 

one school and the second schopl did not e^itiM^e grade 
point averages for determining academic progr#s^ re- 
maining 11 schools had what we' considered reason^bl^ stand- 
axrds which were being enforced for the students in our sample. 

■^ SCHOOLS WITHQ01? STANDARDS * ' \. 

A school which lacked standards is descrfflfed below, -fl^ 
fore the second semester of the 1976-77 academic year, a ^ 
year public institution did 'not have any stai^daV<3s for sat- 
isfactory progress because', according to its aid director, it 
wanted students to have the opportunity of learning through 
prolonged exposure. Poor student performance jnadcated that 
an increasing number of students were not inter^stedm 
educational opportunities. They were, however, receiving • 
Basic Grants semester after semester withcfut making academic 
progress. 

That school's director of financial aid stated Vj^^ 
similar problems are occurring at institutions with "opeij 
admissions" policies (schools which admit applicants Without 
- regard to previous academic achievement) . He estimated tiiat 
these institutions may distribute as much as $100 millipnV 
annually to students who are not ihak^g academic progress! < 

Under standards the school adopteiT durinr^© second sem- 
ester of the 1976-77;School year, financial aid recipients 
had to meet the following three requirements at the end of - 
each semester. ■ - , 

—Maintain a cumulative, grade point average^ in accordance 
with the following scale: ) 

Number of . . . Required grade 
semester point average - 

urs earned ( 4.0 systems ) 




0-15 1.00 
16-30 • 1.50 

31 - 45 ,1.75 

Over. 45 . -2.00 ^ 

i— Sucfe^agsf ully complete (with a grade of at least a "D") 
50 percent of 'all "credit hours attempted per semester. 



-'-Earn not more than 75 semester hours credit, 1/ 

including credits transferred from other instiutions. 

After impiemen ting these standards; the school terminated 
financial aid for 50 percent of the students in our sample. 
One terminated student had enrolled in 27 courses during a 
period of 4 academic years. The student passed only 2 of 
the 27 courses, 1 with a "D" andl with a "B," but received- 
Basic Grants totaling $2,000.for five semesters. Another , ' 
student, who enrolled for 13 courses over 2 academic yea^s,, 
passed only 1 with a "D." The student received Basic Grants 
totaling $1,218 for four semesters. ^ ' - 

« ■ • ■ ■ . " . ' . 

SCHOOLS WITH INADEQUATE STANDARDS . • 

■ .1 ' ■ • ' , 

Some schools had established standards that we believe 
were clearly inadequate. For example, at one school students 
needed only to pass 3 credit hours per quarter with a "D" t;,o • 
remain in good standing. 

• ' ' • . . . ^ ' . ' . _ 

Another school did not establish a minimum 'requirement . 
for credit hours earned and ignored nonpassing grades in com- 
puting grade point averages For example, one a^id recipient 
registered for a total of 38 credits during three quarters 
of attendance. He passed only jDne course during this pe^^iod'"!-- 
,a one-credit physical education course ^entitled •^'Fundamentals 
of Bowl ifig,* in which Ke rece^ived a "C." Because the school's 
system for coiriputing grade point averages ignored nonpassing 
grades, his cumulftiV^ grade po^nt average for the three . \ 
quarters was 2.6, a -C* average. 

The student enrolled for § fdurt^ <|uart^r for three 
courses totaling 13 credits, but did not pass any of them^ 
puring thisuquarter, the school changed its computation <nethod 
to |.^clude in it's grade point .averages courses in which no- 
credit {"F") grades were received.' The student's cumulative ^ 
grade point: average on the transcript: after four quarters 
was shown as 0.143. However, this average included only the 
'13 credits fM-led during the fourth ^quarter and the 1 credit 
passing gradSd^or the first three quarters. The other 37 
credits Uiat, the student failed during the first three quar- 
ters were still excluded. ' . - ' 



1/At a 2-year school, the typical number of credits necessary 
to Complete ^ program would be about 60* ... 



The change in the school's system- for computing grade 
point averages was made at the faculty's request, and it com- 
piies witli new VA regulations concerning tiie progress of stu- 
dents receiving VA benefits. These requlations require 
schools to keep adequate records ahbwihg tlie progress of each 
veteran or eligible*person. The regulations state that re- 
cords to show satisfactory progress 

•* * * must include final grade, iA each 
subject for ^ach tferm, quarter", ,ot semes-. 
• ter? record of withdrawal; from any subject to « 
• include the last date of attendance for a?^ 
■ — resideift course; and record of reenrollmernt 

in subjects from which there was a withdrawal? 
•a«d may include such, records a? attenda^ . . 

resident coursers, periodic grades .^hd exarai na- 
tion results*" . 

The^ jregulatlons f urther stipulate that 

"the school enforces .a policy relative to 
standards of conduct and progress required * ■ 
V • of the student. The school policy relative 
to standards of progress must be specific 
enough to determine t;he point in time when 
educational benefits should be discontinuedr 
pursuant to sectibn 1674, title 38, United . ^ , 

State Code when th^ veteran, cr eligible .person 
-■ ' ceases to make satisfactory progiress. No 
student^^will be cdnsidered to have lt»ade sat-, 
isfactory jirogress when he or she fails or 
withdraws frojR all subjects undertaken {except 
when there is a showing of extenuating cirn» ^ 
cumstances) wheh entoiled in 2 or more unit 
subjects. The p6l icy must include the gr^de , 
or grade point average that will be maintained 
if th^ student is to graduate." 

Although recognizing the school's right to define stand- 
ards for satisfactory progress, VA assumes that such standards 
-gh'bold nbt-pwrir^^GdeTrtXg'rd^Tepea^^^^ 

not attend, and withdraw without penalty. VA considers such 
practices as "tantamoui\t to nonpursuit." 



isi^rs 



ent 




At another school that did 
ha^ enrolled in 16 courses 



enforce its standards , a stu-^ 
over four semesters. The 



udent*s c 
76-77, the 



ative 
student 



grade pcjint average was 1.31. During 
received $2,750 in Basic and State grants 
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Another studfertt at the same schoi^ enrolled in. 10 courses 
over lour semesters. This studenV," whose grade point average 
waa 0.77, received $338 during 1976-77. Both students were 
ultimately^ dismissed by the school . 

SCHOOLS THAT DID NOT' ENgORCE STANDARDS - 

> : As shown on |)age 54> fi^ve schools had standards but did 
"^nbt enforce them. For example, one school had established 
a requirement "that aid recipients maintain a "C" average fot 
at . least 12 hours each semester.' However., because the school 
was not adequately monitoring the progress of aid recipients 
for cohforraity with the standards, 15 percent of the students 
in our sample were not meeting the "C-12'* reguireraent* 

Two other schools, which had, 68 and 82 percent of their ^ 
stu(3ehts '^receiving ^me form of Fe^3eral aid and which ha<3 not- 
enforced their sftandards for 2 years or more, began enforcing 
theij;f -standards during the 19 One was 

ordered to do: so by the State 4Doard of regents; the other's 
reason was not documented. As a result, 900\and 96 students, 
respectively, werf dismissed for. failing, to meet the standards 

Some schools wer^>not assuring that students receiving 
aid were attending classes. , OE has not established attendance 
requirements for aid recipients. At one such schobl, a stu- 
dent received aid for two semesters in which she withdrew froili 
all classes.. This student received about $1,000 in cash, in 
addition to tuition and fees.. > v; 

, At another school, 4 of the 30 students in our sample 
received aid payments after they had dropped out of school. 
One student, who last attended school on June 22, 1976, re- 
ceived aid payments of $700 on July 15 and $200 on August 2. 
The school was not awar« that the student had dropped out . 
until a VA program review in February 1977.' School officials 
told us that they would implement a new system of reporting 
attendance to prevent further such occurrences, 

CONCLUSIONS 



Students at some schools have received aid payments for 
extended periods without making sufficient progress, toward 
a degree or completion of their course of study because their 
schools had not established, or were not enforcing, adequate 
standards for academic progress . Students at other schools 
have had tlreir aid payments terminated for failure to make 



academic progress. This inconsistent treatment has resulted 
fromOE's reliance on 'schools' academic standards and prac- 
tices. Some schools have established and enforced reasonable 
standards for academic progress, but others have not. - 

■ ■ ■ ■* 

The Congress stipulated in the Education Amendments 
of 1^76 that students receiving financial aid must make sat- 
isfactory progress. However, the definition of satisfactory 
progress was left tO/^i|istitutions.«* (See p. 54'. ) 

We believe" thatr 'during periods of less than full en- 
rollment, when termXnating a student ' s aid. migjit. -mean the loss 
of tuition -^hd fees /• spme schools might be reluctant tb^n-^ 
force rigid academic standard's. OE needs the authority to ^ 
establish certain minimum -standards^^^^^^^^^^ progress 
that treat aid*^ recipients more- equally, to provide^d funds 
dhiy to students who are genuinely interested in obtaining an 
educatipnr. and' to. periodically monitor schools* adherence to 

these standards. . ' ^ •^i • 

' * " The. abuses not^ed dur-ing our rt^vx^w show^the need for cer- 
tain minimum standards 5f academic progress, .which all institu- 

-ticsns must meet. In. our report oh OE's eligibility process^ 
(see P. 54), we uacommended that the Congress amend, the Higher 
Ediication Act of 1965 to require the Commissioner of Education 
to develop regulations which define mo^e specifically goo- 
standing" and "satisfactory progress" to preclude .students 
and schools from abusing the availability of .Federal financial 

' 'aid. :'■ ■■'■■-■•,•")■'■ 
RECOMMENDATIONS TO TH^ SECRETARY OF HEW . 

If the Congress amends the Higher Education Aqt of 1965 
in accordance with our previous .recommendation, we recommend 
that the Secretary direct the Commissioner of Education to 
implement regulations establishing minimum standards of aca- 
demic progress to be applied to recipients of financial aid 
under OE programs. These standards should: \ 

— ---Estab'Hsh a minijnym grade point ayerage, such as a "C" 

.or its equivalent for institutions with numeric grad- 
ing systems. ' . , , 

— Require that a* minimum numbef of dredits (or the 
institutional equivalent) be earned during each ■ 
enrollment period . . ^ . .' < 



—Provide that students meet the above criteria at the 
end of each enrollment period in order to be eligible 
for further aid payments. 

If such standards are established, we recommend also 

that OE periodically review the procedures implemented by 

postsecqndary institutions' to determine if their compliance 
is adequate^ , " 

COMMENTS OF OFFICE OF EDUCATION ' 

OFFICIALS AND OUR EVALUATION > V 

OE officials told us that, because our report studies 
institutional behavior in the 1976-77 academic year, we may 
have biased the results* They said that the academic progres 
requirement of the Higher Education Amendments of 1976 became 
effective only in the 1977-78 academic year and that, on the 
basis of discussions with representatives from the financial 
aid community, they understand that many school's have estab- 
lished or revised their sta^idards as a result of this require 
ment. ■ ' '' ' ■ ■ " " " ■ ■ ■ ' ' ~ 

QE officials belieye that establishing specific guide- 
lines on rainimuin standairds of academic progress would rep- 
resent excessive Government interference in schools' academic 
affairs. They added that institutional standai^ds for satis- 
factory progress are being reviewed in the regular program 
review process of the Bureau of Student Financial Assistance 
and that OEVs administrative and fiscal standards regulations 
require schools to establish a reasonable method of determinr 

irig whether students are makirtg satisfactory progress. ,,Ac^ 

cording to ±he\i2^ficials, inj^titutional adherence to the re- 
quiremient will be verified dujring program reviews by OE's 
Bureau of ^Studen^ Financiial Assistance. They believe that 
these procedures iraeet the intent' of our, recommendations. 

^ .1 . ' ■ ' . 

. J • ■ . ■ 

As jnehtionedi previously, we believe that, during peripds 
of less than fuir enrollment , when terminating a student's 
aid might mean the loss of tuition arid feesr some ^choolsL 
might be. reluctant to enforce rigid academic standards.- an 
our Report, "problems^ and Outlook of Small Private Liberal . 
Arts Collegei" ( Hiy)r.7S-tai.r -Aug. 25^,..ia7.a).,..j»ie..p^ 
thatr-^the' Nation' s colleges and universities face many prob- 
'leras. One such problerals how to cope wiiih the enrollment 
declines for the 1980s projected by the National Center for 
Education Statistics. We believe that some schools faced 
with such declines might be unwilling to enforce adequate 
academic standards for fear of discouraging potential stu- 
dents from attending their institutions. 



Therefore, we still believe that OE i^eeds to more spe-^^, 
cificaily define -good standing^ .and -"satisfactory progress 
tp insure that students and schools are not abusing the avaU" 
-ability of Federal financial; aid . 
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APPENDIX X 



APPENDIX I 



pVE SVIEW . OF OFFICE Of EDUCATION ,^TUDEn^^^ FISCAU Yt.AHS ^VJ~'^-^ 



P 



Authorized activities 



^Basic Educational. Foundation for all Kederj^l 
Opportunity Grant • student assistance? provides 

mi <iirectly to stud^ntsi when 
, ^ , • . ^liliy funded* pays $1,800. c/ 

($1,400 before academic year 
I * 1978-79) minus the fd»ily con- 

I tribution, ar half of the cost 

of iristrUfytion,, Whichever is 
\ ■ \ ■■ ; ■ ' less- •■" 



Eligibi lity 



All students are i^li- 
^iblc subject to the 
t^^ily contribution 



•Sup£>l6mehtal #V 
Educational 
}portunity Grant 



College Work- 
Study 



National' Direct 
Student Loan 



Primarily for student* 
vifitli "exceptional 
financial need^ 



Allots funds for initial year 
.an«l continuing year grantsj 
fmxds for initial year grants 
are- allotted by State . formula? 
there is ho st^tuCory allots' 
ment formula for t2ontinuin9 
year funds 



Allots funds (80% Federal/ 20% ^Pr 
institutional) by Stat^ formula /^with ^yreates 
to postsecondary schools 



riniarily for lA^udents 
ith ^greatest fihjnci 
need** 



dl 



Allots f Mnds,.^{90%; !^iederal> 10% . Prin^ariXy iur students 
inatitutional j by St«^' Ibrmula with financial need npt 

met by other sources 



to p9stSd2ondary schools 

Sub-*tot^l# Basic . Grants and caapus-^based program^ 

Ouarnnteed Student Provides for private loans 

Loan to students with guarantees 

■ . * by the Federal Government 

: ' for defauH 



State Student 
Incentive Grant 



Total 



Provides Federal and State 
'funds (SO-SO) to encourage 
States to establish pr ex- 
pand student aid programs 



Ail jstnjdents are elir ' 
gibXe who can show 
need beyond Basic 
Grants 

Primarily for students 
with substant ial 
financial noed^ 



bMj nd in^ 
{{]nilJ.iDns) 
S 475.0 



1'974 ' . \. 
Recipients 



210. i 



270-2 

398.7 
19.0 



, a/Pro^rams are forward: funded. ( i. e , ^ fiscal year, appropriations jre for use 
^ in succeeding fiscal year). ^ • 

"^b/All recipient figures are estimates. 

c/Program was not fully funded for academic year 1978-79 and naximum grant was 
limited to $1,600, 

d/In addition to the appropr iaj^ion shoWn^ there was a borrowing authority oi $40 
*^ million..... ^ I 



S7i,40 3 



390,000 



570,000 



690,000 



924,000 



7.6,000 



Ax^i^ro^riationsi . lOt M.^c^i .yi-'at i n^^.^*^ ^' ?- 



197.&' 



Funding 
(mill ions ) 
840-2 



■4 ■ 

240. 3 



420. p 

329* 4 

1 ,'829.9 
580.0 

2U.Ci 



i,;^28,0i4 



V u nd i nc^ Hqc i p i c jvt s 



(ni i.l i ions ) 
$i,5V6.7 



94 5, 4 54 



447,000 



240,1 



445,000 



973,000 



799,000 



390.0 



895,000 



3i4,0QO 



919,000 



BO,UUU 



807,8 V 1 .208,000 
4 4.0 \ 17tt,U0^0 



K 'jnd i ng ' ' ke 61 p i e n t s 
[mil 1 ions } 

$l^-6^y .2 1,975,000 



1-^ 



- ; 1978. _ % . 

Furid'ing . .^Ke^^i^iients - 

{millions) 

. $2, 160.0 . .2, 398;QOO \ 



250.1^ 



■440,000 



270.1' 



4644OOO 



390.0 

2,655.5 

357,3- 

■ 6 0.0 



852y0OO 



b :h ,000 



435,0 V^.S^^OO. 



3 2 5.7. 



853,000 



941,000 



240,000 



3,190,8 

d/47 9.7 . 984,000 



63.8 



255,000 



$1 , 671 . 2 3 ,223,403 J $2^429.9 4j44_6,a34 $ 3,350,6 - 5,50 3,4 54 ^ $ 3,072.8 5, 279 , 0 00 $ 3,734.3 5,750,000 
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APPENDIX II 

INFORMATION OSED IN SELECTING POSTSECONDAR!!: 'SCHOOL S 



APPENDIX II 



, ^ V School . 

2-y«ar publicr . 

Cusden pounty Coliege 
• El Paso Coa»unity Col* 
'lege . . y 

fiorida 4luriior College 
/ . LiktWood CsMMiunity Col- ^ 
-lege. \, ' \y 

2-ytar priVntj^s 

,Kilb«rt College 
. HclQ8^n?i,e College v 

4-year publics 

inaiana University 
Rutgers University 
T«nnes»e« Stat« ^ 

University 
Univ^rsit^^ of Cali- 
fornia ^ Berkeley 
University ot New 

Hcixico 
University of Wisconsin, 
River Falis 

i^ear private i 

Augsburg College 
BeUiuner^Cookman College ^ 
: Bucknell University 
Carnegie-Mellon 

UniversLtyj. 
University of 
Albuquerque 

proprietary: 

Barnes Business 

College 
Condie College of 
Business arid 
Co»put^r 
Technology 
IBA Prestige Beauty 

Schools 
National School of 

Health Technology 
Wilfred Acadeay ' ^ 

Public Vocational-technicals 
Suijurban Hennepin 
pounty Area 
Vocational Tech- 
nical Center 



State . 

■ i' 

N.J. 



Uhiverae 

si:&e 
(note a) 



1,680 



Sample 

si 26 




FV 1977 
allocation 
(note b) 



$ 1,161,991 



Colo* 


1,075- 
2.230 


,42 
86 


816,729 

2,iia^L2Aj ~w . 

r ^ ■ ^^^^^^^^ [ 


Minn* ^ 




61 


429,042 X 


N.%^, 
Tenn. 


355 
- 414 


30 
30 


284,768 
630,993 


Fa « 

N.a. . 1 


[4,576 


129 

160 ^ 


2,963,619 
11,140,014 


jLenn* ^ 


3 620 ' 

^ f U A W 


140 


5, .397, 689 ^ 


calif. 


6,220 


.190 


6;i31,491 






200 


'6,791,570 ^ 


W i * 


1,372 


■■■ 53 ■■- 


' .1,417,037 


Fla. 
Pa. 


„ ' 777 
' 1 ,406 
304 


50 
54 

30 - 


754,780 
2,545,142 

222,261, , ■ 


Pa • 


l,U47 ■ 


55 


1, 567,303 


N. Mex*. 


894 


35 


1,246,777 ^ .* - 


Colo. ^ 


264 


30 


353,675 


?alif. 


229 


30 


376,106 


Wis. 


/ 671 


■ 60 


915,532 

♦ ' 


Pa. 
-N.Y. y 

• *^ / 


1,043 
•1,256 


40 


1,172,605 
: -1,574 ;«54 , .. . ' 


Minn. 


t 

717 


* 50 


501,611 

■ ■ i 




40^633 


1,669 


$50,513,932 ' 



•reiai 

A/The total 'Iwaiber of students receiving 'aid from Basic Grants, <^ 
Supplewentai Grants, Col legs Work-Study, and Direct Loans during the 
1376-77 awac*? period. 

b/Ailocatton of Basic Grants 9^6 aid f tow campus-based programs for 
" ttoi 1976-.77 awafd period. 
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APPENDIX III 



APPENDIX; III 




EXECUTrVE OFFICE OF THE PRESIDENT 
OTFICE OF MANAGEMENT AND BUDGET 
WASHINCTON. O.C. 1050J 



Mr. Allen vbss • ^ . 

Director/ General 

Gov^miDsnt Division 
General Accounting Office 
Washington, D- C- 20548 

.Dear. 'Mr* Voss: 

This is in response to your request for our coiisfients on a 
recommendation to the Office of Management and ifudget con 
tained. in a draft report to the Congress on the delivei^: 
af student financial aid- * :P lease excise the delay. 



Vhe repprt jreconunends th^t 0MB require^all agencies using 
Fe<^eral funds for education-^related assistance as^iare that - 
the^naunes of students ^d the ampiant o'f financial aid they 
receive is providerd to the financial ai^ offices their 
schools. 

We sSkre yotir concern for assuring efficient distribution / 
of student financial aid, and are currently studying the 
problem to which the recoirraendatibn is addressed in cort- - , 
nectioh with the developnient of our proposals for ' the 
reauthorization of student financial aid progra4ns, In 
particular/ we are, studying in^ans to improve the boordina- 
tionvof financial aid# including means of providing aid 
officers with more information about the assistance students 
are receiving. i 

The recommendation in the draft report is being considered 
in our deliberations and I will advise you of the conclusion 
we reach- If I jCan be of further assistance, please do not , 





— -Sincerelyv - 



us 




Bowman Cutter 
Executive Associate Director 
for Budget 



(104061) 



Single copies of GAO reports are avaiiable 
free of chacge. Requests (except by Members 
of Congress) fdr additional quantities should 
be acqpmpanied by payment of '$1.CX) per 
copy. * ' 



Requests for single copies {without charge) 
should be sent to: 

; uis. General*A^ounting Office 

C^istfibutiori Section, Room 1518 ' 
. ' .441 G Street, NW. 
J/, Washington, DC 20548 

Requests for multiple Gtstpies should be s^nt 
with checks or money orders to: 

U.S. General Accounting Office 
distribution Section 
: P.O. Box 1Q20 

Washington, DC 20013 

\ Checks or money orders should be made 
payaiale to the U.S, General Accounting Of- 
fice- NOTE: Stamps or Superintendent of 
Dociiments coupons will not be accepted. 

PLEASE D O NOT SEND CASH 

To expedite filling your order, use-^e re- 
port number and date in the lowef^ right 
corner of the front cover. 




.GAQ , rppgrts, are . novvj aya.ijat?le pn^, mlcro-^ _ 
fiche. if such copies will meet your needs, 
be sure to specify that you want microfiche 

.copies. 



